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ish-American debt adjustment, an impor- 
tant international achievement has undoubt- 
edly been recorded. Far more important 
than the financial aspects of the transaction 
are those which grow out of the better 
development of relations between the two 
countries and the prospects for a permanent 
stabilizing of business and commercial in- 
tercourse between them. There can be little 
doubt that many of the European countries 
have more or less sincerely regarded the 
United States as a nation which was disposed 
to try to extract the last dollar from its 
debtors—one with which it was impossible 
to settle upon satisfactory terms, because 
of this extreme development of selfishness. 
The settlement with Great Britain is not a 
brilliant piece of generosity on our part, 
and there should be no attempt to represent 
it as such; nevertheless it shows a disposi- 
tion to make concessions and to meet our 
debtors half way. It is a good thing for us 
in every sense to have this troublesome prob- 
lem disposed of. 

An analysis of the terms of the debt 
settlement seems to show that the conces- 
sions which we make to Great Britain are 
likely to amount from about $800,000,000 to 
$1,000,000,000. For the first ten years, the 
rate of interest which we shall receive is 
3%, and this must be regarded as from 14 
to 134,% below the rate at which the Govern- 
ment can today borrow upon a taxable basis. 
To put the matter in another way, if our 
Government were today to borrow $4,800,- 
000,000 and lend it to Great Britain it could 
hardly hope to carry through any such 
transaction at a rate of interest (subject to 
tax) lower than 434.9%. So during the first 


Great Britain of something like $80,000,000. 
If this be multiplied by ten and compound 
interest added, it will be plain that we have 
given Great Britain something like a reduc- 
tion of 20% on the face amount of her in- 
debtedness to us. In these circumstances we 
can hardly be regarded as Shylocks even 
though our generosity in the matter has its 
very decided limitations. 

Great Britain was wise to ratify the pro- 
posal. It gives her a long period of years in 
which to settle with the United States. A 
term of fifty-two years is proposed; and 
during that time it may be expected that if 
world affairs go well, rates of interest will 
be materially lessened. If Great Britain 
should be able to borrow at a better rate 
than we are giving her, she can always do 
so, and can reduce the amount of her obliga- 
tion to the United States proportionately. 
This country, on the other hand, can always 
use to good advantage any sums that Great 
Britain may turn in, in retiring outstanding 
obligations. It is a great indirect advantage 
for us that we have made a settlement with 
our largest debtor, and have made it with- 
out cancellation of the principal. The fact 
ought to help us greatly in making adjust- 
ments with other countries. Not the least 
satisfactory element in the whole transac- 
tion is the fact that the plan as worked 
out seems to preclude the diversion of the 
proceeds into bonus channels. President 
Harding has already declared that he will 
not consider with any favor the renewed 
schemes of bonus advocates. 

Meantime there has sprung up in Con- 
gress a mean and prejudiced effort to make 
political capital out of the situation and to 
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try to injure the prospects of ratification of 
the plan agreed upon by the negotiators. 
This is very deeply to be regretted. There 
should be no hesitation in ratifying the new 
terms as early as possible. Least of all 
should there be any disposition to make par- 
tisan political capital of them. The situation 
is one in which much of the satisfaction of 
getting the settlement effected would be lost 
if the transaction should be marred by con- 
siderations of international prejudice or 
political advantage from a domestic stand- 
point. Promptness and generosity in taking 
the necessary steps are thus of the essence 
of success. President Harding should have 
the United consent of the whole country in 
demanding from Congress an early and un- 
restricted approval of his proposal. It stands 
out as one of the creditable things of his 
Administration and he is entitled to have it 
so regarded. 


* * * 


GREAT AN the great issues of 
ISSUES OF securities which are 
NEW BONDS now being poured forth 

upon this market be suc- 
cessfully digested? The question is very 
properly asked when we contemplate the 
enormous offerings of January and remem- 
ber that during the year 1922, flotations 
were $3,423,948,000, an increase of $789,- 
000,000 over 1921. 

There are undoubtedly very great quan- 
tities of bonds being carried not only by 
bond dealers but also by banks throughout. 
the country, many observers believing that 
there are more holdings of this kind than 
has been true at any time since the close of 
the war. Certainly it is difficult to expect 
the market to absorb such enormous offer- 
ings, and to put them immediately into the 
strong boxes of individual investors. 

If the total of bonds in the hands of the 
banks is less than 12 billion to 14 billion 
dollars, the state of things is much more 
conservative than most persons believe. It 
is easy to see why these enormous issues 
have been put out, when we remember that 
the country at large has an unquestionably 
intense need for working capital. Such 
working capital has been provided only to a 
limited extent since the close of the war. 
The time has doubtless come when much 
floating debt ought to be converted into 
bonds and when provision should be made 
for new capital requirements upon an ade- 
quate basis. This fact lies at the bottom of 
the offerings that have been made in many 
branches of the security market and war- 
rants the attempt to get funds from the pub- 
lic. It is doubtful, however, whether much 
is gained by pushing out securities at a rate 
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faster than that at which the public is able 
to take them up and to relieve the market. 


* oe * 


ONGRESS, which so 

often fails to act 
upon questions that de- 
mand early attention, is 
showing a disposition to do a good many 
things that it would better leave undone. 
Among them now is the enactment of so- 
called rural credit legislation which has 
passed the Senate and is apparently assured 
of a favorable reception in the House of 
Representatives. 

Of the general terms of this legislation we 
have had more or less to say on former oc- 
casions. At this point, it is worth while to 
add that the form in which the various bills 
are being passed is not encouraging to those 
who believe in sound and careful financial 
legislation, nor is it of a kind that encourages 
much in the way of confidence for the fu- 
ture. There is still time to modify some 
of the provisions most open to complaint, 
in the House of Representatives, although 
whether such modification’ will take place 
there seems greatly to be doubted. Be this 
as it may, the most interesting thing that 
has developed itself in the course of discus- 
sion is that no such legislation is really 
needed. Even in the States of the West 
where the difficulties of farmers have been 
most unquestionable, the past few months 
have seen decided liquidation at banks and 
great improvement of the conditions of bor- 
rowers. 

There seems little reason to question the 
view that a main source of trouble has been 
found in the overplus or surplus of credit 
rather than in the fact that it was lacking. 
Indeed, there can be no question in most 
respects that the farmer has had quite all 
that he needed in the way of accommodation, 
although it has not always taken a form that 
was well adapted to his requirements. This 
makes the outlook for the success of the 
new legislation unsatisfactory. 


UNNECESSARY 
LEGISLATION 


> * 


STIFFEN- 
ING THE 
TAX LAW 


* 
[’ now seems likely that 
the so-called tax leak 
bills which Secretary Mel- 
lon had advocated will go 
through Congress. The one which has been 
most earnestly pressed is that which forbids 
an exchange of security of similar character 
for the purpose of avoiding taxation which 
might be incurred if a sale for cash were 
made and a new purchase undertaken with 
the proceeds. Undoubtedly there has been 
some abuse of the provisions of existing law, 
but it is open to doubt whether such abuse 
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has been of a nature to warrant withdrawal 
of provisions which were manifestly in- 
tended to correct injustice that existed under 
the older practice. 

If injustice be unavoidable why should the 
injustice we reform be always injustice to 
the taxpayer and never to the Government? 
Certainly no one could deny that existing 
arrangements are full of injustice from the 
standpoint of the individual income tax 
payer, and that the provisions relating to 
securities are particularly severe and unfair. 
In these circumstances, what is really needed 
is a careful and thorough survey of the en- 
tire existing tax practice of the Government, 
in order that, if possible, there may be a 
general rectification which would be fair to 
both parties and would make it possible for 
present evils to be reduced to a minimum, if 
not eradicated. 


* * * 


SOME O investor can do other- 
CORPORATE wise than stop and 
LESSONS consider with serious ear- 

nestness the recent reports 
of the Bethlehem Steel Co. and of the United 
States Steel Corporation. The deficits which 
are revealed may be temporary and probably 
are so. They, therefore, are nothing more 
than an incident in the larger significance of 
the situation itself. This situation is re- 
vealed by the fact that, as stated, both con- 
cerns are working to a large percentage of 
capacity, and have abundant orders. Yet 
they are not able to make the earnings they 
should, because of the maladjustment of 
wages which has occurred, and which tends 
to prevent legitimate profits. 

The truth is that while no one objects 
to the payment of the maximum possible 
wages to workmen, the question at stake is 
not the giving of such wages, but is simply 
whether the investor shall be deprived of 
all genuine return on his funds and whether 
other workers, who use products in which 
steel and iron figure, shall have to pay for 
such products more than they are relatively 
worth. Both considerations are important, 
but of the two perhaps the latter is the one 
which touches most members of the com- 
munity the more nearly. 

It is certainly to be earnestly desired that 
there should be some effective and equitable 
realignment of wages that will permit our 
corporations, engaged in turning out staple 
products, to get back to a normal condition 
of business. If that cannot be accomplished 
the further investment of capital in such 
enterprises is hardly to be expected, and the 
outcome will be simply the gradual reduc- 
tion of output with, of course, accompanying 
higher prices. 


THE TRANS- A" early adjournment of 
PORTATION Congress, which now 
PROBLEM seems assured, with little 
or no chance of a return to 
Washington before the date for the opening 
of the regular session in December next, will 
be a great relief to fearful business men 
who have dreaded the continuous tinkering 
with economic conditions that for a long 
time past has been going on. Nowhere, how- 
ever, will there be greater satisfaction than 
among the railways. They have thought it 
likely that the improving condition of some 
of the roads, coupled with the continued 
dissatisfaction of the farmer as regards 
conditions in his industry, would probably 
bring about drastic amendment of the meas- 
ure. That the present law is far from per- 
fect most persons would readily admit. 
Amendments of various different kinds are 
needed. That, however, is not a fact that 
should warrant the adoption of undesirable 
or dangerous changes calculated to impair 
the whole mechanism of the legislation. 
Like taxation, transportation laws need 
the most detailed and scientific study that 
can be given them, and are not likely to be 
effectively dealt with on the floor of any 
legislative body. Our whole railway policy 
is open for discussion, but it must be a dis- 
cussion based upon equity and justice and 
designed not to support any given theory, 
but to bring about a condition in which the 
development of mileage is assured; so far 
as the making of satisfactory investment 
conditions will ensure that end by bringing 
in new capital from outside the industry. 


* * * 


MARKET 
PROSPECT 


N our issue which reached 

subscribers about Feb- 
ruary Ist, we stated that 
the market was ready for 
another step forward. Since that time the 
average price of fifty stocks has advanced 
from 86 to over 90. We believe that this 
marked the beginning of another important 
upward movement, the purpose of which is 
to discount the promising business outlook 
for the first half of this year. While it is 
impossible to forecast at this time the extent 
of the rise, we judge from the amount of 
preparation the market has undergone since 
the November-December decline, that it will 
be sufficient to warrant bullish confidence for 
a considerable time. Special attention is 
called to the railroad stocks which, on the 
basis of the past twenty-five years’ averages, 
are now selling at approximately panic levels 
of 1903 and 1907, as per graph presented on 
another page. In a broad way, therefore, 
this means that the rails, as a group, are 
nearer to the bargain counter than any other. 

February 10, 1923. 












































@ Will British Debt Settlement Help or Hinder Commerce? 
@ Are Conditions in Europe Improving? 


q@ Can America Get Along Without Europe? 


@ Has Our Budget System Been Worth While? 
@ Can American Tax Rates Be Reduced? 


Where America Stands Today 


Some 


Straightout Remarks 


on 


Things Fiscal as They Exist Today 


"I HE refunding of the debt of the 
British government to the United 
States will have a more favorable 

effect on the commerce of the world than 

all the international economic conferences 
that could be held in the next hundred 
years,” said Senator Smoot, after we had 
begun to talk of a number of things that 
might be discussed in a_ miscellaneous 
interview on financial topics with 

a governmental aspect. 

“What makes you think so?” I 
asked. 

“The world’s realization that 
the two great English-speaking 
nations, which between them come 


pretty near to controlling the 
bases of wealth and commerce 
as well as the instrumentalities 


thereof, have adjusted amicably 
and finally the greatest single in- 
ternational debt, will have a very 
calming and reassuring effect. A 
contentious subject of colossal 
proportions has been disposed of 
and laid away. (Of course, I am 


asuming that Congress will ap 
prove the conclusions of the re- 
funding commissions.) Uncer 


tainty has given place to certainty, 
and a precedent both as to terms 
and interest has been established 
for refunding operations and the 
adjustments of national debts of 
one kind and another everywhere. 
The refunding agreement will 
tend to lower interest rates uni- 
versally. An impressive demon- 
stration has been given to the 
world that there is still in it both 
a spirit of fair and considerate ' 
dealing and of financial responsi- 
bility that does not quail before 
a debt, however large, if the pe- 
riod of payment is made endur- 
able. Nations and men 
where will be prompted to cmu 
the British the 
impossible.” 

“Otherwise, how does the international 
situation at the moment impress you?” 
was the next question that occurred to me. 

“It is very dark,” the Senator answered. 
“If they had money or credit in Europe 
another big war of little nations would 
be going on now.” 

“If Europe continues to go from bad 
to worse and becomes an economic void, 
is there no hope of a tolerable condition 


every- 


late and achieve 


O82 


By Hon. REED SMOOT 


\s Interviewed by Theodore M. Knappen 


of industry and commerce in this coun- 
try?” 


Our Business Prospects and Europe 


“England and the British Empire at 
least are not going to pieces. Conditions 
If they do not, we 


that we shall 


will improve there. 


may take it for granted 


it will not ruin us, though it would bx 
an inconvenience to some, if not all of ou 
people, and a great hardship to many 
There would obviously be some offsetting 
benefits from producing and buying at 
home some of the things now produce: 
and bought abroad. And, of course, Eu 
rope is not the whole world beyond ou 
frontiers.” 

“What do you think about pres 








U. S. SENATOR REED SMOOT (UTAH) 


Who holds that “the refunding of the debt of the 
British Government to the United States will have 
a more favorable effect on the commerce of the world 
than all the international conferences that could be 


held in the next hundred years!” 


have to look to our own safety. But as 
a question of business, not mixed up with 
international politics and wars and revo- 
lutions,, we can get along endurably well 
in this country even if Europe is to be 
counted out of the world trade circle. 
Isn't our domestic trade something like 
92 per cent of the whole now? If we 
have to convert some of the remaining 


8 per cent into domestic commerce also 


ent fashions in stock dividends ?’ 
I asked by way of an abrupt 
change in subjects. 

“There is nothing essentially 
wrong about them. Much of th« 
propaganda that is being put out 
against them assumes that they 
represent profits of a single year 
A stock dividend adds nothing t« 
a shareholder’s assets; it merel) 
puts in documentary form what 
already exists. The rush to de 
clare stock dividends now is du 
to the fear that Congress will en 
act legislation that will tax past 
accumulated and _— undistributed 
earnings. It is in no sense an eva 
sion of law. In fact it might not 
be a bad thing to have a law com 
pelling corporations to build up 
reserves from earnings. I believe 
that 75 per cent of business fail 
ures can be traced to taking all 
or too much of the profits out ot 
the Take that woole: 
mill company that was so much 
talked about—the one that de 
clared a dividend of 3,333 pei 
cent. The facts show that, start 
ing with almost nothing, a milliot 
dollar business had been built up 
by keeping the profits in the bus 
iness instead of paying them out 
to the individual owners, through 





business. 


a long period of years. 

“A stock dividend is simply 
belated realization. Twenty years 
ago the Robert Dollar Steamship 
Company, of San Francisco, started with 
a nominal capital of $50,000. Twenty 
years earnings’ accumulations have made 


When 


it a ten million-dollar business. 
the capital stock was increased cor- 
respondingly a short time ago a divi- 


dend of 9,900 per cent was declared 
That dividend did nothing but definitively 
distribute in paper form what might have 
been taken out in cash year by year, if 
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“A Covenant of Peace and Recuperation, of 
Respect and Cooperation!”’ 
—President Harding 


In his message to Congress urging imme- 
diate acceptance of the recommendations of 
the American Debt Funding Commission, Pres- 


dent Harding had this to say: 


likely followed in its wake. 


respect and cooperation. 


ways of peace. 


avoided.” 





“It cannot be unseemly to say it, and it is 
too important to be omitted, the failure of the 
British undertaking would have spread politi- 
cal and economic discouragement throughout 
the world and general repudiation would have 
But here is kept 


would be if joint British and American oppo- 
sition to war were expressly agreed upon. It 
is a covenant of peace and recuperation, of 
It is a new element 
of financial and economic stabilization, when 
the world is sadly needing a reminder of the 
It is an example of encour- 
agement and inspiration, when the world is was the next chance 
staggering in discouragement and bowed with 
the sorrows of wars that were and fears 
of wars which humanity is praying may be 


than on what they 
earn would be more 
equitable—at least as 
a partial substitute 
for the income tax. 
A sales tax would be 
vastly simpler and 
less vaxatious and 
puzzling than an in- 
come tax. If the rate 
were small, it would 
not be difficult to pass 
it on to the consumer 
and it would come out 
of distributing profits, 
which are much too 


- one - large on the whole. 
faith—willingly kept, let it be recorded—and A nage ies an 
a covenant of peace no less effective than it time when the Go 


tribution of goods 
must be regulated in 
some way.” 

“What 
exempt 
relation to the general 
problem?” 


about tax- 
securities in 


taxation 


question. 

“They are a _ Mna- 
tional scandal. They 
shift the 
taxation 


operate to 


burden of 








owners had not chosen to build up the 
siness instead. Or they might have in 
ased the capital stock from year to 
ir and had annual stock dividends in 
ad of waiting until now. 

Of course, a corporation might delib 
itely set out to evade surtax payments 
its members by accumulating profits 
yond the needs of the business; a cor- 
ration might be formed for a like pur 
se, or a man might form one to build 
» an estate. That, however, is another 
itter, and Sec. 220 of the 1921 revenue 
t is designed to prevent such schemes; 
provides that surtax-evading corpora- 
ms shall pay an additional tax of 25 per 
ut of their net profits, but it is left to 
» Commissioner of Internal Revenue to 
termine whether accumulations are bona 
le or not. It would be better to have a 
x definitely fixed on all accumulations 
ove a certain percentage. The stock 
vidends which are causing so much dis 
ssion relate to the accumulated earnings 
prior years, and so are not affected by 

1921 law. 


Sales Tax as Alternative 


“We have a lot to learn about taxation 
this country. We didn’t know what 
xation was before the war; the burden 
is so light that we didn’t concern our- 
Ives much about it. A taxation system 
based on what the 


people spend rather 


or FEBRUARY 17, 1923 


from the shoulders of 
the wealthy and from income on property 
Also 
they dry up the sources of revenue. When 
income ot 


to income from labor and enterprise. 


a man gets to receiving an 
$50,000 a year, he naturally begins to be 
a legal tax evader. Also, tax exemption 
has created such an insatiable demand for 
uch securities thet all sorts of govern- 
mental agencies have piled up billions o! 
unjustifiable public debts at a time when 
war costs had imposed unavoidable bar- 
dens of stupendous size. That is one rea- 
son why our total per capita tax in this 
country, for all purposes, is now about 


$90 a year.” 
Will Taxes Be Reduced? 


“Now that we are to get something like 
$150,000,000 a year from Britain on war 
debt account, will we reduce taxation cor- 
respondingly, or will we spend that much 
more ?” 

“We ought to be able to reduce taxa 
tion, but I fear that the British payments 
may be diverted to new expenditures ; the 
soldiers’ bonus, for imstance It is hard 
for an extravagant spender to reform 
Before the war what was called extrava 
was piffling, but since the beginning 
inveterate 


ganee 
of the war we 
we have to spend so much that 


have become 
spenders ; 
we easily pass to spending far too much.” 
“Do you think the budget system has 
helped any?” 
“It is all that has 
stood between the country and many mil 


saved us It has 


om 
Die) 


lions, if not billions, of expenditures. It 
has been administered admirably.” 

“Don't you think that the action of the 
House in overriding the budget and the 
appropriation committee on the Rivers 
and Harbors bill is a disquieting sign of 
neutralization of the budget plan?” 

“No. It is the sole important 
tion to date to the rule of not exceeding 
the budget estimates. The pork tempta 
tion in this instance was too great to be 
resisted, but there is no other legislation 
that offers such t mptations to so many 
individual members of Congress to yield 
to local pressure instead of obeying the 
dictates of federal economy. On_ the 
whole Congress is animated by a desire 
to keep appropriations down, and it is 
recognized that the budget system is nec 
essary to that end. I do not think that 
there will be a tendency to organize blocs 
to beat the budget. 

“At the best our people must recognize 
the fact that we are confronted by years 
of heavy taxation Several years ago I 
warned the country that three billions a 
year was about the minimum of national 
We are getting down to it 
expect to get below 


excep- 


expenditures, 
but we can hardly, 
that figure.” 


\s an executive or director in a num 
financial institutions in the State 
Reed Smoot ¢ 


ber ot 


from which he comes, 
tered the United States 
wealth of practical experience in “things 
He was elected to the Senate in 
smoot 


Senate with a 


fiscal.” 
1903. During his incumbency, M1 
concentrated on legislative problems of 
financial or economic trend, and now, in 
his fourth Senatorial term, he is recog 
nized as a leading authority on taxation, 
particularly, besides business legislation in 


general. A 


feature of espec al interest 


in Mr. Smoot’s remarks, as reproduced 
by Mr. Knappen above, is his uncompro 
mising denunciation of tax- xemption a 
practised in this country It is interest 


ing to contrast his views in this respect 
with those of the Tax Committee of th 
New York Chamber of Commerce, which 
are reflected m an interview with Mr 
Clarence H. Kelsey on another page of 


this issu 
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Why I Expect a Boom in Business 


Important Factors Which Indicate a Rising 
Tide of Prosperity in the United States 
An Interview With IRVING FISHER 


Professor of Folitical Economy, Yale University 


ROFESSOR FISHER is probably the 
best-known economist in the country 
and of late years he has become some- 
thing of a sage to whom many come 
for information regarding the course of 
business. No man in the profession is 
better and more favorably known to the 
public, which makes it evident beyond 
question that he is entitled to a most 
respectful hearing on business topics. 
For that reason, perhaps, his views com- 
mand more than ordinary attention and 

derive a peculiar significance generally associated 

vuly with the views of men who hold great power 
in the business world. 

When recently approached by THE MAGAZINE OF 
WALL STREET on the subject of the business out- 
look in this country, Professor Fisher made more 
than an ordinary attempt to avoid any appearance 
of ambiguity and answered the questions put to 
him in the most straightforward and uncompro- 
mising fashion. For that reason, his answers at- 
tain unusual importance. Parenthetically, it may 
be remarked that it will be interesting to see after 
the course of a few months just how justified Pro- 
fessor Fisher was in assuming his optimistic atti- 
tude on the business outlook. 





Is a Boom Coming? 


Among the first questions put to Professor 
Fisher by an editor of this publication was one of 
probably the greatest interest to business men; to 
wit: “Do you consider that the present recovery 
in general business simply marks a reaction from 
the depression of 1920-1921, or that it is a prelude 
of a fully sustained boom to continue for a con- 
siderable period to come?” The answer to this 
question came quickly and with directness: “Jn 
my opinion, the increased activity of industry in 
the United States during the past few months may 
be seriously regarded as a preparatory stage of 
considerably increased industrial and business 
activity in the near future, and it may be consid- 
ered a significant sign of the development of a 
boom that should be sustained for a considerable 
period.” 

It is significant that such a view should be held 
by so eminent an authority, despite the fact that 
he recognizes that there are other elements in the 
general situation that are not so favor- 
able. For example, Professor 
Fisher, in answer to another 
question put him concern- 
ing the effects of the 
McCumber - Fordney 
Tariff Act, be- 
lieves that the 
ultimate effect 
of this mea- , 
sure will be 
to raise the 
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cost of living and improve protected business at 
the expense of the rest. In other words, in his 
estimation, the probable effects of the tariff wil! 
be unevenly divided, some industries benefiting 
from the higher duties and others being placed a: 
a disadvantage. Yet it is worth noting that de 
spite this handicap, a boom in general business is 
predicted. 


The Outlook for Prices 


There were several other points covered by Pro 
fessor Fisher of equal interest to business me! 
and investors. Probably few questions are so agi- 
tating business men as the outlook for prices, sinc 
it will be guided to a large extent in its policies 
by this outlook. For that reason business men will 
be particularly interested in learning that Pro- 
fessor Fisher holds that there will be a genera! 
advance in commodity prices during the coming 
year. And, indeed, this view seems to gain some 
added weight, judging by the course of the price of 
a number of commodities since the beginning of 
the year which have shown unmistakable signs 
of edging upward. 

Not only does Professor Fisher believe in ex- 
cellent possibilities for a rise in commodity prices 
during the coming year, but in response to a ques- 
tion put to him concerning the broad outlook for 
prices declared that the general outlook favored a 
higher commodity price level during the next few 
years. This statement is particularly interesting 
and significant because it is in direct opposition 
to the views held by many other authorities who 
believe that the commodity level in a few years 
will be much lower than at present. 

Several other statements concerning business 
problems made by Professor Fisher are of special 
interest. For example, in answer to a question on 
the subject he stated that he does not believe that 
costs of manufacture will stabilize around current 
levels, but that, in obedience to the strong eco- 
nomic forces of the present and immediate future, 
they will tend to advance. The view is also held 
that, in obedience to the same influences, “the pur- 


chasing power of the consumer, principally the 


farmer, is likely to be increased within a reason- 
able period.” 
The general picture given, therefore, is that we 
are on the road to another period of inflation, with 
its usual phenomena of rising prices, 
advancing labor costs, higher 
costs of manufacturing opera- 
tion and a generally higher 
volume of business. 
As for the effect of 
mh such a develop- 
ment on invest- 
ment values, 
the reader 
4 himself can 
judge. 
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Is a Big Move Ahead for the Rails? 


A Review of Factors Which Have Been Holding Rail- 


road Shares Back and Their Outlook in 


“ HY,” com- 
plain queru- 
lous holders 

of railroad _ shares, 


“don’t the rails move ?” 


as they mournfully 
figure up the profits 
they could have had 





if they had bought 
industrials instead of 
quasi moribund railway shares. This is 
quite a proper question, considering 
that in comparison with once-upon- 
a-time rail movements, railway shares 


have not had a real move in a dog’s age. 
It is true that last year the rails for a time 
seem as if they lost the habit of stick- 
ing to the post and for several months 
they even became popular vehicles of 
speculation. But the move didn’t last very 
long. Almost at the first opportunity 
(last October) the rails lost heart and 
went down about as fast as they went up. 
At present levels, they seem to preserve 
a strict neutrality by holding to a point 
exactly between the high and low of last 
year. Which way will the cat jump now? 

In order to answer that question defi- 
nitely, it will be necessary to examine a 
few of the factors which operated so di- 
rectly on railway-share quotations last 
year. In the earlier part of 1922, most 
of the news about the rails was favor- 
able. They were cutting down on their 
operating expenses, deflating labor—de- 
flating was a popular word last year— 
business appeared to have emerged from 


a rut and was heading upward. The 
whole rail atmosphere was thus tinged 
optimistically. 


And, in truth, the rails for once did 
not ignore this seemingly favorable pros- 
pect and started an advance that was with- 
out parallel for a number of years. They 
even kept right on advancing through the 
coal and shopmen’s strike, most railway 
circles scoffing at any possible serious re- 
sults that might arise from these two gi- 


By E. D. KING 


gantic labor disturbances. However, the 
railway circles guessed wrong and rail- 


road shares stopped advancing. The 
strikes nearly paralyzed the roads and 
when the earnings returns started to 


come in toward the end of the year, it 
was evident that what had commenced as 
a favorable year would end as one of the 
most disappointing in the history of the 
carriers. When this became apparent to 
everyone, railway shares lost their popu- 
larity and hit the toboggan for a loss of 
more than half their gain for the entire 
year. 


How Has the Railroad Situation 
Improved? 


In the past several months, however, 
the rails have stopped declining and ap- 
pear to be in a state of balance awaiting 
developments. What are these develop- 
ments likely to be? 

In the first place, the coal strike is a 
thing of the past and no strike threatens 
in this industry at least until April, 1924. 
The shopmen’s strike has already done 
its damage and has about petered out. 
Labor seems at least temporarily in a 
more agreeable mood, and if the railway 
managements continue in their latest pol- 
icy of not trying to reduce wages, there 
probably will be no trouble along these 
lines for some time to come. This is im- 
portant because if the rails are in a posi- 
tion where they will not have to fear un- 
favorable labor action, they will be able 
to take full advantage of whatever busi- 
ness comes their way. And this business 
looks as if it is going to be very, very 
good, judged by car-loading figures the 
first month this year. These figures in- 
dicate that it has been the best January 
for the rails in several years, better than 
the January of 1920, 1921 or 1922. 

In fact, there are many indications 
that the carriers face an exceedingly ac- 
tive petiod during the next six months at 






the Market 


least. To mention a few of these indica 
tions there are: very active steel condi 
tions, with the industry operating an 
bound to operate at a fairly high ratio o 
capacity during the first of the year, 
large volume of coal operations speede: 
up to make up the deficiency caused by 
last year’s strike, increasing volume o 
merchandise shipments, fairly favorabl 
prospect for automobile and tire indus 
tries, and many other favorable indica 
tions. These are the bases of railway 
prosperity. If these indications do not 
fail, the rails ought to come close to mak 
ing a traffic record during the first hal 
of the year. 

Are the carriers prepared to handl 
this traffic? At present, this cannot be 
said to be the case, at least to the exten 
desired. Certainly there is a sufficiency 
of bad equipment, most of which is duc 
to years of parsimony and a good deal 
of it to the shopmen’s strike from which 
some of the carriers have not recovered 
fully. However, there has been consid- 
erable improvement during the past sev 
eral months and the future seems ever 
more reassuring on this score. The rail 
roads for months past have been busy 
ordering new equipment on a large scak 
and they have made some progress with 
regard to repairing their run-down equip 
ment. Doubtless, unless there should be 
another strike, the carriers in a few months 
will be in better physical condition than 
they have been for a long time. 

Heavy purchases of equipment will en- 
able the railroads to handle traffic more 
efficiently and bring down costs some- 
what. As to lower costs, however, aside 
from those resulting from _ increased 
economies of management, there does not 
apear to be any prospect of the railroads 
lowering their operating expenditures 
very considerably. The principal items 
are labor, taxes, interest on debt, coal and 
materials, and none of these items appear 
to contain possibilities toward lower 
costs. 
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As stated previously, railway manage- 
ments seem to have reached the point 
where they are not so anxious as former- 
ly to get labor costs down for they realize 
that such action would contain possibili- 
ties of resulting in a strike and such 
things are very costly to all concerned, 
the railroads more than any. Coal prices 
re not likely to get down very much and 
n all probability will be higher on the 
verage than last year. Taxes and inier- 
st charges will remain the same or per- 
iaps will be slightly increased in cases 
vhere roads are putting out bonds for 
ew equipment, improvements and the 
ke. Thus, very little improvement along 
he lines of reduction of operating ex- 

nses seem in store for the railroads. 
heir possibility of improvement in earn- 
gs consists rather of the heavier volume 

traffic which is in sight. In fact, what 

heavy volume of traffic will do for the 
iilroads by way of earnings has been 

‘monstrated by last December’s reports 
hich indicate very large earnings for a 
ereat many carriers both in gross and net. 
udging by the volume of traffic in 
unuary and that in prospect for ensuing 
1onths, it is fair to assume that the car- 
iers will continue for some time to come 
) make a very respectable showing so far 
is their earnings are concerned. 

In this connection, it is well to point 
ut that even last year, with many un- 
avorable conditions to compete against 
uch as the coal and shopmens’ strikes, 
nany roads earned very large amounts, 
n some cases sufficient to have justified 
in increase in the dividend rate, had gen- 
ral conditions been propitious. Below are 
given a list of a few of the principal car- 
riers that did well last year, together with 
i record of their approximate earnings 
or the year: 

appx. earnings 
per share 1922 

Atchison, Top. & Santa Fe..... $10 

Atiantic Const Lime.........0. 16 

Cleveland, Cin., Chic. & St. L... 15 


Be” eee 15 
Louisville & Nashville......... 16 
ee: EO eee 15 
Toledo, St. L. & Western...... 12 


Other roads have done nearly as well 
for example, Pennsylvania with nearly $6 
a share on its $50 par stock, Pere Mar- 
quette with earnings of over $5 on the 
‘ommon and Chesapeake & Ohio with 
earnings of over $7 on the common. 

Such earnings, of course, are sufficient 
to justify a higher rate of dividends 
where dividends are already being paid 
w the establishment of a dividend rate 
where no dividends as yet are being paid. 
It is a fair assumption that if such earn- 
ings continue, the basis will be laid for 
increased dividends by a number of car- 
riers, though it is necessary to consider 
that such action may be impeded on ac- 
count of the radical railroad legislation 
which is pending for the next Congress. 
This prospect of unfavorable legislation, 
however, is still some time off and does 
not affect the present situation very 
materially. 

From the above, it is evident that the 
fundamentals are shaping themselves in 
favor of a higher railroad market as it 
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is to be doubted that a great deal of 
market resistance would be offered to the 
many signs of railroad improvement, that 
will soon be apparent. It is a curious 
thing, however, that while these signs are 
already present, the American investor 
has not yet been attracted into the market 
on a conspicuous scale, although un- 
doubtedly many individuals are quietly 
buying the best of railroad securities. 

There is, however, an influence 
current which may ultimately have a de- 
cided effect in raising the value of Ameri- 
can railway shares of the better class and 
that is the buying of such securities which 
is now going on abroad in London and 
Amsterdam. A sufficient amount of these 
shares is being taken out of the New 
York market each day to have some effect 
on reducing the floating supply. Un- 
doubtedly this withdrawing process, which 
is due to some extent to the desire of 
those taking the stock out to avoid tax 
payments, is in anticipation of a better 
railroad market. 


now 


Comparison of Rails and Industrials 
So far as the yield basis of many high- 





gerade railroad stocks are concerned, there 
is no question that these shares make a 
favorable comparison with industrials of 
equal intrinsic merit. Many of these 
shares can be had to yield 642% and bet- 
ter which is a very respectable return these 
days even on common stock issues. A 
glance at the attached chart will also show 
that the industrials have done most of the 
advancing in the stock market and that 
the railway shares, as a group, have lagged 
behind. How long they will continue to 
lag is a matter for the future to decide 
but it must be apparent that with improve- 
ment in the general railroad situation con- 
tinuing and likely to continue for a num- 
ber of months and with earnings 
mencing to pile up, a certain amount of 
bullish enthusiasm is going to be generated 
for railway shares. It may even be that 
the rails will at last come into their 
and perhaps for a time being displace the 
industrials as popular speculative favorites 
Certainly, it is true so far as human logic 
can predict, that there are a good many 
railway shares of calibre that are 
materially higher before 


com- 


own 


good 
or ing to sell 


many months pass 


An Echo of the Stock Dividend Spree 
What May Have Been the Reason Why 


160 Corporations 


Participated in It 


By JAMES W. MAXWELL 


WO months ago, the financial com- 
munity was inundated under a veri- 
table tidal wave of stock dividends. 
According to an informal reckoning, 
over 160 corporations contributed to the 
deluge. The same commission set the 
total par value of stock dividends so de- 
clared at close to two billions of dollars. 
While the movement was under way, in- 
terest in the motives behind it was in- 
tense. Every publication that made any 
attempt to keep its readers informed of 


important financial developments ran a 
story on the subject. Some of them ran 
several. 


These stories, in practically every case, 
attacked the subject from one of two 
angles. Either they ran under the head- 
ing, “What Benefit Do Shareholders Ob- 
tain from Stock Dividends?” or else, 
“What Benefits Do Corporations Obtain?” 

It was the writer’s duty to read many 


that stock dividends produced nothing of 
value for the shareholders; and (2) that 
their only value to the corporations lay 
in the influence they exerted toward a 
wider distribution of the issuing corpora 
tion’s securities. 

And it is doubly, triply interesting to 
note, in the face of these majority con- 
clusions, that No Stock Dividends Have 
Been Declared Since the Close of 1922. 

Perhaps the stock dividend wave was 
only for the purpose of facilitating dis- 
tribution. Perhaps its sole motive was to 
bring security prices down to a level 
which would permit the average investor 
to buy in, and thereby obtain passenger 
room on the corporation band-wagon. 

But, if these things are true, why did 
the corporations wait until the last few 
weeks of 1922 before inaugurating the 
stock dividend spree? And, which is more 
to the point, why was the spree closed up 


























of these analyses. So he obtained from locked up and departed from as soon 
them a fair idea of their composite con- as 1922 ended? 
clusions. It is interesting to note (1) that It may be a good thing for investors 
the majority of the analyses concluded (Please turn to page 738) 
A FEW OF THE STOCK DIVIDENDS DECLARED LAST YEAR 
Stock Stock Stock 
Outstanding Dividend Dividend 
Jan. 1, 1922 (%) Par Value 
All-American Cables... . $22,130,500 20 $4,426,100 
Atlantic Refining. ...... 5,000,000 900 45,000,000 
Du Pont de Nemours.... 63,378,300 50 31,689,150 
 - Se _eeqeeeqyy 36,182,033 200 72,364,066 
Magnolia Petroleum........ 120,000,000 60,000,000 
PEED, Be Bo ccccccccccces 000,000 33! 20,000,000 
Standard Oil of New Jersey... ‘aun 98,338,300 400 393,353,200 
Studebaker Corporation ...........+ese005 60,000,000 25 15,000,000 
Yale & Towne Manufacturing............+. 4,998,774 100 4,998,774 
Total par value of stock dividends disbursed last year approached $200,000,000, 
and over 160 corporations contributed to that total. 
] 
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Is Labor Turning Capitalist? 


Amazing Growth of Labor-Banking—Looking Back of 
the Empire Trust Deal—Can They Get Together? 


By RALPH RUSHMORE 




















N O financial i ne = eT ee =_—=== 
development LABOR’S CHAIN OF BANKS | 
m recent NOW OPERATING: Capital on 
months has aroused Location Name Controlled or Organized by Stock Resources Est'd | 
greater interest or Washington, D. C. , ee Savings Bank. , Int. Assn. of Machinists. . $160,000 $2,689,182 1920 
sroduced more Cleveland, O.......... E. Co-Op. National Bank ..Bro. of Locomotive Engineers .1,000,000 20,000,000 1920 
I Hammond, Ind........ People s Co-Op. State Bank. ..++Bro. of Locomotive Engineers. 50,000 250,000 1921 

general comment Chicago, Ill........... Amal. Trust & Savings Bank. .. Amal, Clothing Workers 200,000 1,471,146 1922 
than the recent Philadelphia, Pa........Producers & Consumers Bank........Cent'l Labor Union Members eel * 1922 | 

z San Bernardino, Cal....Brotherhood Trust & Savings Bank...Railroad Workers........ .. 200,000 770,000 1922 | 

purchase by the Busse, ASB. ..ccecs CO Op. Bank & Trust Co... .... cre GE no cnnnsasaceece 70,000 262,000 1922 

Brotherhood of ee) ’ { State Federation of Labor } 
s j Birmingham, Ala...... Federated Bank & Trust Co......... , and Loc. Centrals, Bro. of 125,000 * 1922 | 

Locomotive En- L Locomotive Engineers. 

gineers of a sub- Three Forks, Mont.....First National Bank................ Labor Groups.......... one . 1922 

stantial interest in PROJECTED: 

the old Empire A CE. Bs avecte Not Decided.......... Order of Railway Telegraphers.. 500,000 

Trust Company Harrisburg, Pa.........Fraternity Trust Co ...R. R. Bro. and Other "ales. 200,000 
Mad ag . pany SA, We UM cevcsaced Not Decided.... -Central Labor Union......... ..... 

of New York. Cincinnati, O pene: Not Decided. -Bro. of R.R.&St’mship Clerks..1,000,000 

Sa. ere Spokane, Wash........Not Decided. ol Oe WN a cocnncescssces 200,000 | 
Newspapers have ( Central Trades & “Labor ) 
featured the news. New York City. .......Federation Trust Co Council, State Fed- ; 1,000,000 | 
P aade “ L eration ot “Labor. j 

Labor Ic aders and New York City........Not Decided.. Bro. Loc. Engineers. 
representatives ol Los Angeles, Cal....... ‘ * 
ani : r- Port Huron, Mich..... * : 

capital mn wae . Minneapolis, Minn.....Transp. Bro. National Bank. . .Railroad Workers. . , 

ous parts ol the Pittsburgh, Pa......... Bro. Trust & Savings Co........... Labor Leaders 500,000 : a: ON 
» > awe athe — | 

country have pub * Information not available. 

licly commented =o i ee a — ee 
upon it. Special 


studies of the 

whole labor-banking movement which led 
up to this Empire Trust deal have been 
compiled and published as a result of it. 

Not all the commentators, by any 
means, agree in their interpretations of 
the step taken. Some hold it to represent 
merely the adoption of new battle-tactics 
by labor organizations. Others say they 
see in it the first move toward a complete 
amalgamation of the interests of Capital 
and Labor, and the gradual disappearance 
of the age-old differences between these 
two classes. 

Sut, however the reviewers interpret it, 
they all seem to agree on one point. That 
is that the movement of which this Em- 
pire Trust deal is a phase is of vital, al- 
most infinite importance; and, therefore, 
by inference, that no business man, in- 
vestor or representative of any other part 
of the commercial and financial life of 
this country today can afford to ignore it. 

Certainly if, as some hold, the develop- 
ment foreshadows a new kind of warfare 
between Capital and Labor, with the lat- 
ter equipped by reason of its new affilia- 
tions with all the additional resources 
which go with a credit-reservoir and a de- 
gree of credit-control, all of us should 
know and understand this to be so—if 
only in order that, according to our sev- 
eral needs, we may prepare. If, instead, 
it foreshadows a gradual communizing of 
the interests of Capital and Labor—-an 
increasing willingness in both camps to 
study and comprehend the rights and difti- 
culties of each other—a tendency, how- 
ever vague, to “get together”’—we shall 
want to know and understand that too. 

The old-time antagonisms between 
Capital and Labor—antagonisms 
which have resulted in waste running 
into the thousands of millions of dol- 


688 


lars, not to speak of the toll they have 
taken in human suffering—these com- 
pose, assuredly, the greatest domestic 
problem America faces today. And so, 
whether labor-banking threatens to 
aggravate the conflict or assuage ex- 
isting class differences, it has a direct 
bearing upon every business organiza- 
tion and every individual investor. 
Warren Stone’s Work 

The movement, of which this Empire 
Trust deal has been described as “a 
phase,” had its inception many years ago. 
It started with the cooperative store plan, 
whose origin has been traced back to the 
England of the early eighteen-hundreds. 
It developed gradually here, attaining its 
greatest growth, apparently, in the last 
decade. It achieved a momentous suc- 
cess in the establishment and subsequent 
growth of a cooperative labor bank in the 
City of Cleveland in 1920. And now, it 
promises to continue to spread until labor- 
banking institutions dot the country and, 
resultantly, until control of a goodly part 
of the hand-earned capital of the coun- 
ry resides in the hands of Labor execu- 
tives. 

In nursing the idea along, no single indi- 
vidual, probably, has exerted a greater in- 
fluence, or done more actual, constructive 
work than Warren Sanford Stone, now 
Grand Chief of the Brotherhood of Loco- 
motive Engineers. And if you will read 
up on his life, you will see how ideally 
suited, by early environment and training, 
coupled with later experience, this man 
has been for the réle he has played. 

Stone came of a family whose circum- 
stances were sufficiently good to permit 
of his receiving a university training. He 
was educated at a school called Washing- 


ton Academy; and he matriculated a 
Western Univesrity. Thus, although hi 
first job was firing a train on the Roch 
Island road, and although he spent th: 
early years of his life as an engineer o1 
that it was with mind traine 
in, and familiar with the possibilities o 
the social and economic machinery that 
he eventually to be Grand Chief o 


system, 


rose 


the engineers’ brotherhood. 

In his administration of the Brother 
hood’s affairs, Stone has set himself, i: 
great measure, as a “man apart” among 
Union leaders. His régime has bee 
notable for its conservative policies—i1 
some eyes, indeed, its reactionary policies 


and for its independence. But, in astut 
planning, canny foresight and ability t 
adapt his platforms to the existing pos 


sibilities, Stone has been particular] 
unique 

It was this latter talent, strengthene: 
by his education, that enabled Stone t 


recognize the possibilities that lay in co 
operative banking; and it was also thi 
talent that made him the ideal man to de 
velop cooperative banking ‘from a_ hazy 
dream to a highly successful actuality. 


To Fill Two Needs 


Stone’s decision to enter the cooperativ: 
banking field was of recent making 
He is known to have conceived and dis 
cussed the project before the World Wa: 
began. He was determined to supply tw: 
needs—real or imaginary, according t 
your point of view: One, for credit ma- 
chinery sympathetic to Labor; two, for 
depositaries sympathetic to Labor. In 
other words, the chief sought to bring 
under the control of his organization a 
certain share of the credit machinery of 
the country, thus enabling it to utiliz 
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AMALGAMATED TRUST & SAVINGS BANK 
CONDENSED STATEMENT OF CONDITION 
December 29, 1922 
RESOURCES LIABILITIES 
Loans and discounts padeadend $293,749 Capital stock. aes $200,000 
Overdrafts ..... a 26, Surplus 100,000 
Bonds and securities 1,022,247 Undivided profits : : 1,793 | 
Cash and due from banks 136,495 Deposits : , 
Interest earned, not credited 18,028 Savings $734,129 
Other resources 600 Demand 397.856 
1,131,985 ' 
re 00 Be. . .csccocue 33,415 
Reserve for interest. 3,1 
Unearned discount. vadannee 803 
Total. . .... $1,471,146 Total $1,471,146 
machinery when and as it saw fit; $160,000 Here, too, success was prac- 
ilso to provide a means whereby La- tically instantaneous, although not quite 
funds could be safely kept and safely so sensational: The Mount Vernon bank 


ted but without enriching supposedly 
mpathetic groups. 
e first cooperative bank organized by 
\Varren Stone and his associates was 
ed in Cleveland, with a capital of one 
on dollars and a surplus paid in of 
thousand dollars. Stockholders were 
limited to members of the brotherhood 
its affiliations. Not a single outsider 
admitted to the directorate. 
ere were a number of features com- 
to the organization agreement, per- 











el and later practices of this bank 
h, by not too hasty standards, should 
assured its failure. One was the 
ibsolute inexperience of its organizers. 
[wo was the apparent antipathy of its 
ials toward the credit system of which 
iad, to all purposes, become a part 
ee was the iconoclastic attitude the or- 
assumed in matters of credit- 
grants. Four was the policy it adopted 
ard its depositors. 

But—like so many projects which 
have been unanimously declared im- 
possible—this Cleveland bank, far 
from failing, lived and grew and flour- 
ished like the green bay tree. Its re- 
sources began to climb at the rate of 
one million dollars a month. Befor 

ple throughout the country had a 

nce to hear about it and talk about it, 

ost, it had expanded its scope to a 

nt where it was able to gobble up an 

er savings institution, located in a dif 

nt section of the city, whose assets 
<ceeded half a million dollars. The bank 
lehed custom, and a certain measure of 

hority, by inagurating the practice of 
rediting interest on deposits on a month 
ly basis; the inevitable outcome was a 
ther startling increase in its deposits 
Today, the “B. L. E. Co-Operative Na- 
tional Bank” is understood to have re- 
sources of close to twenty millions of 
dollars, and its position in the bank- 
ing system appears to be we]l-nigh im- 
pregnable. 


vanizers 


Numerous Imitators 


The movement inaugurated by Stonm 
ud his associates in Cleveland 
promptly taken up by other Labor organi- 
sections of the 


Was 


tions in many diverse 
intry. In the same year that the Cleve- 
land bank was organized, William H 


hnston, president of the International 
sociation of Machinists, launched the 
Mount Vernon Savings Bank, in Wash- 
geton, D. C, with a capital stock of 
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has resources of almost three mil 
lions. In Chicago, the Amalgamated 
Clothing Workers started the Amalga- 
mated Trust and Saings bank, with $200,- 
000 capital stock. They adopted the 
custom of crediting interest from the first 
of any month on deposits made before the 
tenth, although the annual rate of interest 
paid is only 3%. The statement of condi 
tion of this institution, as of 
29th, last, is reprinted elsewhere It 
shows total resources of almost $1,500,000 

In Tucson, Arizona, various groups or- 
ganized the “Co-Operative Bank & Trust 
Co.” with a capital of $70,000; today, 
their resources are estimated at $770,000, 
and their institution has been open hardly 
a year. And so it goes. 


today 


December 


A Change in Policy? 


The reader will note that all the labor 
banking institutions referred to above 
were organized, to all appearances, in the 
exclusive interests of Labor. In large 
part, moreover, they are officered by Labor 
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executives. Thus—as has already been 
pointed out—Warren Stone’s Cleveland 
bank has an exclusively Labor 
while of the eleven directors of the Chi 
cago institution opened by the clothing 
workers, only two men appear to be “out 
siders.” Descriptions of the Cleveland 
hank by men close to its management 
show that its credit policies are almost 
exclusively in the interests of Labo 

that is, that loans are confined to projects 


board ; 


which either promise direct benefits t 
laboring-men, or which are handled by 
Labor men; and it appears that all th 


other institutions referred to were set up 
in the interests of Labor, and cater, 
far as possible, to that class exclusively 
All of which would encourage the beliei 
that Labor, through the medium of its 
Labor Banks, is endeavoring to set up a 
credit machinery which will wrest 
“Capital” the “control” which that class 
is supposed to have over the country’s 
It would encourage the assump 


irom 


hnances. 


tion that Warren Stone meant exactly 
what he said when he declared, at a Labor 
convention a few months ago “Tf vou 
will use the power you hold in your hands, 


m ten years you can control the financial 
policy of the United States.” 

So long as the Labor Unions, 
bank-organizing campaign, kept  them- 
selves, “on their own side of the street,” 
so to speak, the natural assumption was 
that they were intent upon building up a 
financial system of their very own, which 
might eventually be pitted against the 
financial machinery of “Capital.” 

But these assumptions are swept 
when consideration is given to the recent 
which started all this 

When the facts in- 


n their 


aside 
financial event 
tongue-wagging 
volved in the 


jy 


Locomotive Brother- 


urn to page 759) 


{ 1N¢ 





WARREN S&S. STONE 


CAN THEY GET TOGETHER? 
Purchase by the Locomotive Brotherhood of a substantial interest in the Empire 
Trust Co. will bring Charles M. Schwab, T. Coleman du Pont and Minor C. 
Keith, famous capitalists, to the directors’ table opposite Warren Stone and 
William B. Prenter, famous Labor leaders 
President Johnson, of the Machinists Union, says the result will be a better 
understanding between the two classes, a fuller appreciation of mutual difficulties 


and obligations. 
together in harmony” 


President Baldwin, of the Empire Trust, says: “We will work 
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South America—the Next Step 
American Expansion 


Export Trade Follows Financing—Home 






vs. Foreign Markets—How Nations Grow 


By MARTIN GOLDEN 

















— important part of our develop 
ment was still incomplete at the 
time of the Spanish-America: 
War, even though the great 
foundations had already bee: 
laid. 


ee 3y now all these chan; 

of total , . 

U. S. have been made, and while t! 

exports | development of domestic pur 
in "81 chasing power may continu 
en for some time, it cannot kee; 
0.59 | pace with the development oi 
0.40 our producing power, the major 
0.54 | part of its acceleration. being 
0.30 already behind it. We must 
0.21 | assume, then, that America: 


industry, to maintain its produ 











F we agree that America a 

was a “young country” be- 

fore the war, we must ad- OUR BUSINESS WITH SEVEN SOUTH 
mit by the same analogy that AMERICAN COUNTRIES 
“the war has aged America (In Millions of Dollars) 
terribly. In the development IMPORTS————__._ EXPORTS 
of modern industrial nations, % of total % 
youth and age have certain U. S. 

Cc] -anine’s i i imports 
— scale” take _— 1919 1920 1921 in "21 1919 1920 1921 

“ane Argentina...199.2 207.8 69.9 2.39 155.9 213.7 110.8 

have all been similar. The Brazil.....288.6 227.6 96.3 3.83 114.7 156.7 658.1 
modern state begins as a largely Chile...... 82.4 120.5 46.7 187 53.1 55.8 26.5 
agricultural community, with Colombia.. 42.9 53.6 43.9 1.75 241 659.1 17.7 
possibly some small industry Peru....... 38.1 68.7 14.7 0.59 26.9 47.0 24.0 
and some trade. It grows by Uruguay... 50.4 33.8 12.5 0.50 314 33.7 13.8 
borrowing money, becoming Venezuela.. 32.1 22.4 11.3 0.45 14.4 29.2 9.5 
more industrial and less agri- 
cultural, until it finally reaches 


maturity. This point is marked 

when instead of selling grain it actually 
has to import it, while on the other hand 
its industry has grown to such a point 
that it provides the funds, through export 
trade, with which the nation pays for its 
imported foodstuffs. By this time also, 
the nation has been able to pay off its 
debts to those nations that financed its 
early growth, and is even in possession of 
surplus funds which it in turn seeks to 
invest in countries of a less developed 
stage, as well as of an export industry 
which seeks markets abroad. 

The war enabled us to pass at one 
bound through several of these stages. 
We paid off our debts to Europe, by buy- 
ing back our securities in the early years 
of the war, and we then became a large- 
scale creditor to Europe, in the latter years 
of the war and afterwards. At the same 
time we greatly increased the productive 
capacity of our industry, thus giving it 
the problem of finding an outlet for the 
increased output, while because of volun- 
tary and involuntary restrictions on immi- 
gration the total volume of consumption 
did not increase as fast. 


Expansion Inevitable 


Although we are still in the stage where 
we produce more than enough foodstuffs 
for our own requirements, it is evident 
therefore that we have progressed con- 
siderably on the road of industrial de- 
velopment as a result of the war, and are 
therefore faced with the same problems 
that the other great industrial nations 


have had to face—what to do with surplus 
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production, and what to do with surplus 
investment funds. The answer to this is 
either expansion of consumption within 
the country, which for various reasons is 
difficult under the present scheme of 
things, or expansion outside of the coun- 
try, a process sometimes called by the 
harsh and envious name of “imperialism.” 

While the war has made these problems 
of expansion more acute than ever, it 
would not be correct to say that it created 
them, as even before the war there were 
signs that America was gradually ap- 
proaching her industrial maturity. Even 
then we had the makings of a competitive 
export trade, a movement to “make New 
York the world’s financial center,” dollar 
exchange, and toward the end of the 19th 
century even a certain amount of experi- 
menting with the more traditional types 
of imperialism. 

The attempt was far to early, however, 
as the great period of trust integration 
(1899-1901) that followed it demon- 
strated; we had not yet reached the point 
where expansion, financial, commercial or 
political, into foreign fields was necessary 
for the maintenance of the economic 
structure at home. We still had the great 
home field to open up, the buying power 
of the Western farmer to develop, in- 
efficient cowboy methods in the Far West 
had to be replaced by sheep-grazing, the 
development of farm transportation by 
the cheap automobile was still to come, 
chain stores and mail order houses had to 
break open new channels from the manu- 
facturer to the consumer, and in short, an 





tivity and profits, will have t 
find foreign markets and that 
American finance will tend to find occupa 
tion abroad as it becomes increasing) 
difficult to find sufficiently profitable 1 
investment at home. 

Before the war, by far the largest part 


of our foreign trade was with Europe 
the other continents following in this 
order : 


FOREIGN TRADE, BY CONTI. 
NENTS, 1913 
(In Millions of Dollars) 


Exports Import 
Europe 1,479.1 892.8 
North America 617.4 361.9 
South America 146.1 217.7 
Asia 115.1 276.5 
Oceania 79.1 37.5 
Africa 29.1 26.4 


Though total figures and other cond 
tions have changed considerably since 
then, the relative importance of the di 
ferent continents has remained about thi 
same, and ¢he above figures can be used 
as a point of departure for estimating the 
opportunities for American trade « 
pansion. 

As for Europe, we can say roughly that 
our exports to her have been mostly of 
raw materials for industry, such as cotton 
and copper, and foodstuffs. This has been 
especially true since the war, when Euro 
has been forced back more than ever o! 
her own resources and has been unable t 
buy specifically American finished prod 
ucts such as typewriters, motor cars, heavy 
machinery, agricultural implements, et: 
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the particular export problem with 
ch we are concerned is how to dispose 
of the products of our industry, not of 
agriculture, it seems likely that Eu- 
rope will play a declining role in our ex- 
trade. Moreover, if our initial anal- 
seems correct, it is more than likely 
in-the United States itself agriculture 
play a decreasing part, as in other in- 
rial countries, while industry increases 
nportance. From this cause alone our 
cultural exportable surplus may be 
expected to decline, in the long run, and 
our export trade with Europe is so 
ely agricultural, it too will decline. 
the case of North America, which 
1 continent has been our next best 
omer in recent years, about 65-70% 
uur trade has been with Canada. A 
| part of this trade seems to be of an 





— pe 








xchange or distributive character, such 
levelop our imports of Canadian livestock, 
> at the Wheat, potatoes, sugar and steel products, 
mericar le others are for our own consumption, 
. great bly wood pulp, lumber, paper, and 
» ben ferrous metals. 
ances A Future Competitor 
ule t) tur exports consist principally of semi- 
> fully-manufactured iron and _ steel 
Ontinut lucts, electrical machinery, cotton 
t keep Bonds, vehicles, and petroleum products. 
ent O18 Canada is apparently in a position very 
major @ much like our own; she too has large 

being ntities of foodstuffs and raw materials 

MUSt H to sell, and at the same time a growing 
1€TICal A home industry which in time may not only 
rodu ke her independent of American ex- 
ave t ports but actually competitive with them. 
d that B Since both Canada and the United States 
cou “fi have the same problems to handle, neither 
wepietd them can well serve as a solution to 
le new other. 

[he rest of the North American conti- 
st part & nent, principally Mexico, Central America, 
nab e und the larger West Indies, have the same 
a economic situation to confront as_ the 

jor part of South America, and can 
NTI. t be regarded from the same viewpoint. 

if one places these countries in the 
le of industrial development which we 
jlained in preceding paragraphs, it will 
port seen that they belong as a group to the 
928 itively undeveloped class, characterized 
61.9 exportations of raw materials and im- 
17.7 portations of highly-finished products, 
%6.! while showing tendencies to build up a 
37.5 tive industry which at first limits itself 
%.4 to satisfying the home demand, and thus 
pplanting the export trade of more 
“ond highly developed countries, and eventually, 
since becoming highly developed in its turn, en- 
> di gages in export trade itself in competition 
it the @ with the older industrialized states. 
used Leaving out of account Oceania, whose 
g the § economic progress is likely to be slow for 


c a long time on account of its distance 
rom markets and its insular economic 


th t § character, we find the choice for America’s 
ly of B next field of exploitation lying among 
otton South America, Asia and Africa. South 
been \merica appears to be the most logical 
ro] choice, for a number of reasons. 

r ol In the first place, South America is 
le t ographically nearer to us than Africa, 
prod sia or Oceania, while from the South 
leav merican’s point of view, the United 


et tates is a nearer source of supply than 
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Europe. Shipments that take four to six 
weeks from the United States may take 
three to four months from England, as 
South American importers have testified, 
so that geographically we start with a big 
trading advantage, which we possess in 
no other continent. 


South America a Growing Factor 


Taken by and large, the consumptive 
power of South America is greater, per 
head of population, than that of the other 
“undeveloped” continents, as indicated by 
their importation and production figures 
over a period of years. This is due to 
some extent to the better agricultural and 
grazing methods introduced by Europeans, 
partly also to the existence of developed 
mineral deposits, such as copper, silver 
and petroleum, over large areas, which re- 
sult in a buying power higher than that 
of purely agricultural communities. While 
some oil is being obtained from Eastern 
Asia and some copper in Western Africa, 
the additions which these make to the pur- 
chasing powers of the population are rela- 
tively insignificant compared to the 
mineral wealth, actually produced per 
year, of South America. We may there- 
fore say that while still an “undeveloped” 
continent, South America is further along 
the road of industrialism than the other 
two continents, and hence nearer the con- 
dition of high importing shown best by 
Europe. 

The political conditions of economic ac- 
tivity in the different continents must also 
be considered. Largely because of the 
Monroe Doctrine, South American coun 
tries have grown up in the tradition of 
self-determination, in spite of the large 
degrees of financial control exercised 
through investments by France, Germany 
and England, both in private enterprise 
and through the flotation of State loans in 
Europe. In Asia and Africa, on the other 
hand, most of the territory, even where 
nominally independent, is so thoroughly 
under the financial and political domina- 
tion of one or the other of the European 
Great Powers, which political 
control to gain economic privileges for its 
own subjects, that under the most favor- 


uses its 





It is, therefore, intrinsically likely that 
our export trade and our investment sur- 
plus, in the near future, will develop in 
South America more than in Asia or 
Africa. Our exports consist principally 
of iron and steel manufactures, wood 
manufactures, petroleum products, auto- 
mobiles, leather goods, electrical ma- 
chinery, cotton goods, drugs, dyes and 
chemicals, naval stores and miscellaneous 
textile products, in the order named. In 
nearly all of these branches, notably iron 
and automobiles, chemicals, and 
electrical machinery, our domestic pro- 
ducing capacity is well in excess of our 
normal domestic consumption, so that the 
pressure outwards is powerful. 

In accordance with the practice of 
other large industrial countries in develop- 
ing their less advanced neighbors, we 
have been financing a large part of the 
increase in exports through loans raised 
from our investors. Thus, in 1922 over 
154 million dollars were borrowed in this 
country by South American countries and 
political subdivisions alone, apart from 
private transactions, compared with a total 
of exports approximating 205 millions. 
In the previous year, 196.5 millions were 
loaned to South America, while exports 
totalled 273.3 millions. 

In a subsequent article we shall go 
more fully into the nature of the relation 
between financial expansion by loans and 
commercial expansion by increase in the 
export trade, but it will be seen that there 
is a close connection between the two 
from the slight indications already fur- 
nished. 

Examining the different countries of 
South America more closely, one finds 
that while their requirements from the 
United States are all more or less alike, 
their exportable products are very dis- 
similar. Taking the seven which loom 
largest in the foreign trade of the United 
States find the following 


steel, 


» we 


Country Main Exports 

corn, wheat, tanning extract, 
furs, hides and skins, meats, 
dairy products, linseed, wool. 
cocoa, coffee, nuts, hides and 
skins, rubber, manganese, cane 


Argentina 











able of circumstances American expansion sugar, wax 
in these fields will meet with a host of Chik sodium nitrate, copper, tin, 
obstacles, overt and covert, which it will wool 
not encounter in South America (l’lease turn to page 740) 
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SHOULD MUNICIPAL BONDS BE TAXED? 





Why the N. Y. Chamber of Commerce} 
Opposes Repeal of Tax Exemption 


Clarence H. Kelsey, Chairman of Committee Rendering 


Unfavorable Report, Explains the Committee’s Stand — 
What Exemption Repeal Would Mean to Small Taxp2yers 


HE Chamber of Commerce of the 
State of New York on February Ist, 
last, adopted a resolution opposing 
the proposed amendment to the Federal 
Constitution whereby either the Federal 
Government, or any State or Municipal 


Government would be deprived of the 
privilege of issuing bonds free from 
Federal and State taxation. 


ment, as proposed. Hence the dramatic 
element in the action of the New York 
Chamber and the widespread interest in 
the reasons which led it to take the em- 


phatic action it did take. 
The Search for Reasons 


It was for the purpose of “getting be- 


considerable bias in favor of his sta 
Mr. Kelsey was able to show most 
pressive evidence not only to the eff 


that the position approved and adopted 





the New York Chamber of Commer 
was based on penetrating analysis, accuré 
statistical derivations and unbiassed thin 
ing, but also that since the views of the 
committee on taxation were 





In plain English, the N. Y. 
Chamber lined up in defense 
of tax-exemption as now prac- 


ticed, and emphatically con- 

demned the proposal to render 3 forthcoming. 

income from Federal, State or No report presented by the Committee on Inasmuch as, in the opini 
Municipal bonds subject to tax Taxation of the N. Y. Chamber of Commerce of Mr. Kelsey’s committe: 
in the same way that income would be likely to be prejudicial to the best in- (representing what is probal 
from private corporation bonds terests of legitimate industry. A glance, merely, as astute and competent 


is subject to tax. 

Had the position taken by the 
New York Chamber in this 
controversy been in accord 
with more or less generally ac- 
cepted views on the subject, the 
action might have aroused no 
more than passing interest. As 
a matter of fact, however, the 
Chamber's position was so dia- 


metrically opposite to what 
were becoming the accepted 
views on tax-exemption that 


the news of its action had very 
, much the effect of the pro- 
verbial bombshell. 

In the highly respected brain 
of Dr. E. R. A. Sel'gman, 





THE AFFILIATIONS OF MEMBERS OF 


THE TAXATION COMMITTEE 


at the affiliations of the members of the Tax 
Committee is enough to establish this fact. Thus, 
Chairman Kelsey is a director in Corn Prod- 
ucts Refining, Thompson-Starrett and other 
corporations; 
Mr. William C. Demorest is director in Royal 
Baking Powder, Famous Players-Lasky, and 
others; 
Mr. Donald G. Geddes is director in Con- 
solidated Gas, Houston Oil, Mercantile Marine, 
and others; 
Mr. William P. Philips is director in Colum- 
bia Gas & Electric, Cuba Cane Sugar, Pere 


Marquette, Pierce Arrow, and others. 


made known to the cham- 
pions of tax-exemption re- 
peal, no acceptable refuta- 
tion of these views has been 


body of tax- and business-ex- 
perts as is to be found in a 
existing organization) the 1 
moval of the tax-exempti 
privilege would mean a shar; 
upward revision in the {¢ 
capita tax levies on the peopk 





of the United States; in 

much as the committee sees 

the tax-exemption amendment 
a proposal which, if made law, 
would saddle an _  additiona 
burden, in the shape of in- 
creased interest charges, upon 
; and, finally, inas- 
much as the committee takes 
the stand that to prohibit tax 
exemption would fasten bur- 


business ; 








McVickar Professor of Po- 

litical Economy in Columbia University, 
the agitation for withdrawal of the tax- 
exemption privileges of our Government 
found ready support. Out of Dr. Selig- 
man’s subsequent utterances there de- 
veloped what resembled a public outcry 
against exemption (illustrated, for ex- 
ample, by the recent publication of a 
10,000-word article on the subject as a 
“leader” by the magazine having the 
largest general circulation of any similar 
publication in this country or abroad) ; 
and this “popular wave” eventually pene- 
trated to the U. S. Treasury Department 
where, far from being received un- 
cordially, it led to vigorous statements by 
Secretary Mellon favoring the amend- 
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hind” the Commerce Chamber's stand on 
this tax-exemption matter that the writer 
recently sought out the gentleman who, 
as chairman of the Commerce Chamber's 
Committee on Taxation compiled and 
rendered the report referred to—Clarence 
H. Kelsey, cha‘rman of the Title, Guar- 
antee & Trust Co., a director of many 
corporations and one of the best known 
practical authorities on taxation principles. 
And be it recorded that, where the initial 
approach upon Mr. Kelsey was with some 
misgivings as to his ability to sustain his 
position in this tax-exemption controversy, 
the leave-taking, after a lengthy conver- 
sation, was with a profound respect for 
the man’s mental processes and a very 
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dens on the comparatively poo 
who are not in a position to sustain addi- 
t‘onal burdens without removing th 
burdens from the comparatively rich, w! 
are in a position to sustain them: in view 
of these contentions, and the promine 
source from which they spring, tl 
reasoning by which the Chamber 
committee reached its conclusior 
should have a direct and vital intere 
to every individual tax-payer in th 
country. 

What follows is an 
the reasons for the Commerce Cor 
mittee’s stand as they were explained 
the writer by the Chairman of that con 
mittee : 

“The opponents 


aewnnenna 


effort to reprodu 


of tax-exemption,” sa 


on 





























“It is the debt limit and the integrity and probity of our publ/c 
officials and the restraints put on them by the tax-payers to which 
we must look for a curb on municipal extravagance and waste. 
Where, by legal subterfuge or what may amount to sharp prac- 
tice, the just and wise limits are now being exceeded, nothing in 
the repeal of tax exemption would rectify the situation or supply 
its remedy. You would have to go far deeper than that!" 








Kelsey, “are in the habit of asserting 
it is an evil, a malicious ev-l, striking 
the roots of prosperity and _ stability 
sound economics in this country As 
itter of fact, the very opposite is true. 
here is any element of the malicious 


his controversy it is in the effort to 
iibit tax-exemption, the effort to 
ge the laws so that income received 


1 investments in Government securi- 
would be subject to the same taxes 
ncome obtained from other 
propaganda favoring the amendment 


falla- 


sources 


h is now before Congress is so 
in its premises, and the consequences 
would ensue, were that amendment 
e enacted, are fraught with such grave 


gers, I can only marvel at the 
iistries by which its proponents wer 

led into taking the action they have 
1. 

lo repeal the tax-exemption privi- 
in the ght of the facts even as 


those facts are admitted by the propo- 


nents of this legislation might well 
e as disastrous an action as the 
ral Government could take. Not 
would the action fail to relieve the 
jualities at present existing im our tax 
but it would fasten an additional 
burden of large proportions on the 


very classes, including industry and 
the Government, whom the champions 
of this measure presume to relieve. 


Effect of High Interest Rates 


it is admitted that to remove the tax 
mptionesprivilege on Government bonds 
ild be reflected in an immediate up 


n in interest rates. We have the 
hority of Secretary Mellon, Govern- 
it-Actuary McCoy and pure logic for 
; view. Thus, Mr. McCoy has written 


“There is little doubt that under these 
onditions the future investor in what are 


ow tax exempt securities would demand 
hat they bear a higher rate of interest 
. sufficient to meet this tax 


ind the figures presented by Mr. McCoy 
ulted in an estimated the 
e of interest of approximately 1.1%. 
Assuming, for the sake of argument,” 
tinued Mr. Kelsey, “that this estimate 
1% is correct. Then, where Govern- 
nt securities now pay 4% they would 
ve to pay 5%. How would the Govern- 
nt be able to raise that extra 1%, ex 
t through taxation? And where would 
additional taxation be On 
: citizens, of course, probably by an in- 
Would these 
higher rate of 
enough additional 
the add tional 
But, as our 


increase in 


imposed ? 


“ase of the income taxes. 
the 


izens, by reason o 


erest paid, receive 
come to 


xation ? 
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compensate for 
Some few might 
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Committee has pointed out, so far as 
they do break even, there is no merit 
in the plan, either for them or for the 
Government.—And when you 
that the handicap in favor of the Govern 
ment which now exists as the result of 
exemption would disappear’ with removal 
of the exemption; when you realize the 
additional expense the Government would 
have to go to, in order to make up for 
the loss of this handicap by collecting its 


consider 


equivalent in the form of taxes; when 
vou realize that a great quantity of the 
Government's bonds are held by institu- 
tions like savings banks, life-insurance 
companies, etc., which are non-taxable in 
themselves; then it is obvious that the 
effects of the additional taxation would 
outweigh the effects of the higher inter 
est rate, and that the taxpayers of the 
country, both small and large, already 
struggling under burdens, that they feel 


about reached the limit of endurance, 
faced with an additional burden 
serious proportions.” 


have 
would be 
of very 


Who Pays the Most Taxes Today? 


Mr. Kelsey then took up the argument, 
so frequently reiterated in this tax-exemp 
tion dispute, that exemption “permits the 
wealthy to evade the burdens of taxation 


to the disadvantage of the comparatively 


poor He took it up to examine it and 
then to riddle it with the force of his 
logic. He made what, in the light of the 
growing conception of the effects of tax 


exemption can only be regarded as an 
amazing statement, to wit, that far from 
putting wealth at an advantage in re- 
spect of taxation, exemption provides 
a means of securing from wealth what, 
without exemption, would have to be 


obtained through additional taxation 


day? Is it the comparatively poor or the 
comparatively rich? The facts prove 
that it is the latter. Take the . 
the man with a salary of $10,000 a year 
earned from his profession or business, 
against that of the rich man having an 


case ol 


income of $8,000 a year derived from 
$200,000 invested in 4% tax-free bonds, 
instead of what, without exemption, 


would be 5% bonds, yielding him $10,000. 
The salaried man pays a total tax of $520. 
But the man living on his accumulated 
fortune of $200,000, by reason of this tax- 
exemption, yields $2,000 in interest (1% 
on $200,000) and saves the Government 
$2,000 in interest which the Govern- 
ment would have to collect in taxes 
were exemption repealed! 

“As stated in our report,” continued Mr 
Kelsey, “you can follow this comparison 
up to the man with an earned 
rom his profession or business of 
000 a year, whose total tax is $11,940, and 
the man with $48,- 
000 « year from $1,200,000 of tax-exempt 
bonds, 


mcome 
$60,- 


an unearned income o 


4% Government who surrenders, 
$12,000 in in 


that 


on account of exemption, 
and the 
much in taxes, and still it holds truc 

“In fact, it may be said that until you 
get to incomes ot $60,000 a year, the 
man who lives on an unearned income 
from tax-exempt bonds is contribut- 
ing more than the man living on an 
earned income of the same amount.” 

Mr. Kelsey again referred me to his 
Committee Report, the de 
licious irony that “it is only the poor man 
with an earned income of more than $60,- 
000 a year (!) that finds himself paying 
more by way of income taxes than the 
with an unearned income f the 
same amount in tax-exempt 


bonds.” 


terest saves Government 


containing 


man 
Government 


How wrong it is, therefore (the report 
ontinues) to attempt to stir up discontent 
by representing that the present law 
transfers the burden of taxation from the 
rich to the poor. When it comes to equa! 
izing the burdens between the two classes 
of incomes above the $60,000 mark, if it 
is imortant to do it, it can be accomplished 


by a reduction in the surtaxes and still 
leave the maximum surtax at not moré 
than 25% 


Is Wealth Being Steered Away? 
Mr. Kelsey here took up the stock argu 
ment that tax-exemption has the effect o! 


of ALL the people, small taxpayers as teering wealth away from “legitimate 

well as large. usiness and into “non-productive” chan 
le sighted parallel cases to illustrate nels. He repeated’to me what he had al 

his point, again using the original Trea ready said in his report, that “it is cer- 

sury Department estimate that removal tainly a new theory that, once money is 

of exemption would force up interest invested in bonds, it ceases to work!” 

rates 1%, and said: “Government funds obtained through 
“Who really pays the greater tax to (Please turn to page 760) 





curities 


the people. 





“Government funds obtained through sale of tax-exempt se- 
go into the erection of public buildings, the con- 
struction of public highways, etc. 
not reach some invisible barrier, and halt there before reaching 
It pays bills and goes into circulation just as the pro- 
ceeds of a corporation bond issue go into circulation, with the 
difference that the Government's funds are not employed as 
profitably as the corporation's.” 


The money so expended does 
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(aa) Lowest denomination, $5,000. 
(a ) Lowest denomination, $1,000. 


ings are ed debt was separately. 
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(b) Lowest 


(x) This issue was created on May LF 1921. 
company, was created on Nov. |, 1920. 
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(e) Bon his group should no longer be purohased. 
(2h Bonds ‘fn tig i, & om no baqer e 
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aa as a matter ot a Sy 























denomination, 
(c) Lowest denomination, $100. 


t This issue, which represents the entire funded debt of the 
* Number of times over interest on these bonds was gerned. 


Int. Earned 








on entire 
GILT EDGE Apz. Apz. _—‘unded 
(e) Railroads. Price Yield 
1. Balt. & Ohio S. W. Div. (b) Ist , Mus Ge. BE occ cneenee 92% 7.14 803 
2. Ches. & Ohio (a) Genl. Mtg. A =k “cena 8455 6.33 2.20 
3. Delaware & Hudson (a) Ist & te, ioe. 87% 4.97 1.65 
4. Southern Pacific (b) Ist Ref. 4s, 1955........ 87% 4.78 1.65 
6. Chic., Burl. & Quincy (a) Genk ay 4s, 1958 88 4.72 2.40 
6. N. Y. Central Genl L 3%s, 1907........ 75% 4.67 1.80 
7 #=2ON. Y., Chic. & St. Louis Ist Mee, 4 1937 89% 5.05 2.35 
8. Atlantic Coast Line (a) Ist Mtg. hy i962. 88 4.77 1.55 
9. Pennsylvania (a) Genl. P tae S74p 1966 91% 5.02 2.20 } 
10. West Shore (a) Ist Mtg. 4s, 2 enna 79% 5.26 bed | 
ll. Norfolk & wy (c) Cons. Pe. Din ecesseceseoeseseere 92% 4.33 3.95 | 
12. Central R. R. of - (a) et, WE BR BD, oconnccgnecce 105% 473 1.40 
13. Chic., R. 1. & Paci c (a) Genl. Mtg. 4s, Sc canhganes ica 81} 5.04 1.00 
(e) Industrials. _ 
1. Armour & Co. (a) R. E. 4%%48, 1989... .. cee eeeeeeeee vs 5 t 
2. General Electric (b) Deb. bs, Tb sess asatindsoNweien 101% 4.90 6.75 
3. International Paper (a) Ge, pei eho pt 86 6.12 5.55 
4. indiene St Dt i Di cactceccupengeseseceaanesesetew 1007 4.94 16.70 
5. Liggett & Myers (aa) Deb. 5s, aE. ce eeeenesnes 60s0euees 98 5.13 4.65 
6. wim Loco. (a) Ge, 1068... .ccccccccccccccccccccccccese 101% 4.90 3.50 
i. Natioeat Tube (a) 5s, 1952...... icbseketehoreneewenies 100% 4.97 * 
eo cee eoennnseanaeest 1004 4.98 60.70 
9 U.S. Steel (a) 5s, 1963........ Mdm 4.83 8.70 
(el) Public Utilities. 
1. Duquesne Light (b) 6s, 1949...... ecccecece ecccece eecccecee Or 5.72 8.40 
2. American Tet & Oh. (oe) Ge, BOER. ccccccccccccccccccccccse 97 6.165 4.80 
3 eeepate ce (c) 6s, Ce oo ciganaieecentheed 100 6.00 3.50 
4. Telephone (b) 4%s, 1939... coccece 94 5.03 s 
5 ke. Power (c) Se, 1943. 964 5.32 2.90 
6. — Gas ¢. Bees (2), 5s, 1927..... 95) 6.29 4.15 
7 L., (a) 5s, 1948 99% 5.03 2.10 
8. 4, Tel. é ‘Tel. ta) 4 1937 eeccecoesesece $60600se00esceC0 98% 6.41 1.75 
MIDDLE GRADE. 
(el) Railroads. 
1. Cleve., Cin., Chic. & St. L. (a) Deb. 4%s, 1931..........-+- 95 34 5.27 rd 
2. Ches. & Ohio (b) Conv. 6s, 1946..........- cence ceeeeee: 9436 5.43 73 
3. Missour:, Kansas & Texas Prior Lien 5s, 1962............ ° 81% 6.32 1'60 
4. St. Louis-San Fran. (a) Prior Lien 4s, 1950.............-. 68% 6.50 e280 
6. Balt. & Ohio (b) Ist Mtg. 43, 1948... ... 2... cece eee cece ees 18 ¥% 5.63 225 
6. Illinois Central (b) Col. Trust 4s, 1953..............45-- 8454 6.01 205 
7. Pere Marquette (c) Ist Mtg. 5s, 1956...........-2---+5:- 95% 5.28 170 
8. Kansas City Southern (a) Ist Mtg. 3s, ate eeeeettle 68% 6.21 2.40 
9. Southern Pacific (b) Col. Trust 4s, —eneieaatrtrtapriesase 835% 6.14 2:00 
10. St. Louis Southwestern (a) Ist Mtg. 4s, 1989. 77% 5.22 2:10 
ll. Chic, & Eastern Ill. (c) Gen. 5s, 1951........0...-006- 79% 6.61 . 
Industrials. 
—— ee ee ere re 99 6.59 ses 
8. Sinclaic let Lien, Col. Tr. Ta, 1987... ccccccccccccccccccces 1004 6.98 ei6 
$. Wilson & Co. (a) Ist 6s, pet St ae  dkhtactiiacnsibia eal 100% 5.95 eas 
06, Adams Tepes Ch) Ge, BOSD. oo cc cccccccccccccccccccccces 80 5.48 545 
5. Comp. Tab. & Recordin o) = De sdiseieeateeeucsaudewe 96% 6.32 sis 
6 Int. Merc. Marine (b) Gs, 1941.......cccceeeeeeeceerevees 86% 7.38 8.90 
{7. Lackawanna Steel (c) ~ 1950 peresens pirectsinenetasenen 91 § 5.60 2:38 
LT 884 5.90 He 
9. Amer. Smelting & Refining (€) Ba, 1047... wor cccccccccccees 90% 5.73 °. 
20. Goodyear Tire (c) Ga, 196]... ...cccccccccccccccccccccccess 115% 7.24 -55 
(e) Public Utilities. 
1. Public Service Corp. of N. J. (a) 6s, 1959............--46- 85 6.02 1.50 
2. Detroit Edison (c) Ref. 5s, 1940... ........-0-cceceeeeees 96 5.35 A 
8. Brooklyn Union Gas (a) 5s, 1945... ..... 0.20 e sees eee eeeee 98 : 6.15 1.35 
4. Northern States Power (b) 5s, 1941............----+-eees 91% 5.79 1.80 
i I OOD OE cc ccccesceceecesceseceeses $5 5.29 2.20 
6. Utah Power & Light (a) 5s, 1944... ......-. cece cece eceeece 90 5.76 1.80 
7. Cumberland Tel. Tal. CB) Ge, WET. cccccccccccecccccces 93 5.74 1.70 
SPECULATIVE 
Railroads. 
1. Western Maryland (a) Ist Mtg. 4s, 1952........ jrnenennes 64 6.87 -70 
2. Iowa Central (a) Ist Mtg. 5s, 1938........... 75 7.85 sees 
3. St. Louis Southwestern (a) Cons. Mtg. 4s, 1932. 755 7.65 200 
4. St. Louis-San Francisco (a) Adj. Mtg. 6s, 1955. 77% 7.93 1.90 
5. Mo., Kansas & Texas Adj. Mtg. 5s, 1967 60% 8.38 .75 
6. Erie (a) Genl. Lien 4s, 1996............ 45% 8.88 0.70 
7. Southern Railway (a) Genl. Mtg. 4s, pees. . 67% 6.34 1.85 
8. Missouri Pacific (b) Genl. Mtg. 4s, 1975...... 60'%4 6.80 90 
9. Carolina, Clinch. & Ohio (c) Ist Mtg. 6s, 1938. 91% 5.86 1.40 
Se SEED GEE BE GR, Be c ceccccescecccvceescess 51% 8.21 eee 
Industrials. . , 
1. Chile Copper (b) 6s, 1932...........+000- eecccecccorecocs 99 6.14 8.80 
2. American Writing Paper (a) ." BOSD. wccccccccccccccccccee 841 7.70 1.90 
8. American Cotton Oil (a) 5s, 1081. .......... 02 eee cece ence 74% 9.59 8.15 
4. Cuba Cane Sugar (c) 7s, 1880 peseesecese ebeweseewnnonennc 88 9.38 1.80 
Public Utilities. 
1. Hudson & Manhattan (c) mste. Os, cedencedcssccocées 82% 6.25 *1.60 
2. Intr. Rapid Transit (a) 6s, 1966...... ee eccccccccccseccess 70% 7.25 1.60 
8. Third Avenue (b) Refg. ae aaa’ 60 7.06 #120 
4. Va. Railway & Power (a) 58, 1984.......00eeeeeeeeeeces 84 7.05 1.90 


$500. (d) Lowest denomination, $50 


_ Earn- 





{This represents number of times interest on the entire outst: 
jebt was earned, based on actual earnings of last five years. Interest on this issue was fully covered. 
They appear now as a matter of record only. 
purchased with the exception of Duquesne Light 6s, Phila. Co. 
(f) These bonds should no longer be purchased. 
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BONDS GAIN STRENGTH 


Increasing Cheerfulness in Investment 
Markets Causes New Buying 
in Bonds 


MORE than moderate demand for 

bonds put in its appearance com- 

mencing with the first week 
February and, as a result, there wa 
greater activity in this market than seen 
for quite a considerable period. Practi- 
cally all classes contributed to the i 
proved showing though speculative ra 
road issues perhaps made the greatest ac- 
vances. Conspicuous among the latter 
issues were such as the Erie series, Juni 
St. Pauls and like bonds. Some of the 
advances, as in the Eries, were quite 
startling, being due to considerably in 
proved earnings reports, in some cas¢ 
indicating that much better results f 
1922 than looked for had materialize 
Among the gilt-edge issues, there was al 
some activity but on a restrained order, 
few of these bonds making importart 
gains. 

Among the most interesting fluctuatior 
of the two weeks were the almost pr: 
cipitous decline in the French 7%4s and § 
which at one time sold on not far fro: 
a 10% basis. Later these bonds, und 
the stimulus of an upward reaction 
francs, recovered a good part of th 
ground lost but are still far below tl 
selling prices at the time this Magazine 
recommended that American investor 
omit European issues from their lists. 

An important foreign development w: 
the British acceptance of the America 
Debt Commissions’ terms with regard t 


the settlement of the war-debt owed 
the United States by Great Britain. Th 
action had a most favorable effect not 


only on British issues but on United Stat 

war bonds which, as indicated by the pr: 

visions of the settlement, receive a ne 

sustaining force from potential British 
buying. 


The Outlook 


Though the bond market is* current! 
strong and very likely will continue so for 
some time, there is no reason to believe 
that a runaway market can_ ensue. 
There are two factors to militate against 
such an occurence. One is the extremely 
heavy volume of new issues which will 
have to be absorbed more completely than 
they are at present and the other is the 
outlook for money rates which does not 
indicate any material recession from thes 
levels, at least in the near future. Ther 
are, however, many individual issue 
which are promising from both an invest 
ment and speculative viewpoint and a good 
many of such issues will be found in our 
Bond Buyers’ Guide. 

Special mention should be made at this 
time of the bonds of sugar companies. 
From present indications, the outlook fa- 
vors this industry and earnings should b 
good-sized during the current year. This 
prospect has already been reflected in th 
advance of sugar stocks without corre 
sponding advance in sugar bonds. The 
latter, however, will undoubtedly reflect 
the improvement in the industry and 
should sell on a lower basis before long 
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~ Who Are the Van Sweringens? 


Romantic Rise of Two Young Real Estate Opera- 
tors to a Commanding Position in the Railroad World 


VHE last iew years have witnessed the 
rapid rise in the railroad field of two 
men previously unknown. 
space of time the Van 

vers of Cleveland have acquired a 

in the transportation world, which 
aithough not of dominating importance, 
uevertheless shows promise of becoming 
constantly increasing influence. 
rapidity with which they have 
d one railroad after another furnishes 
il romance of contemporary railroad 
ry, and recalls the days when Gould, 
and Harriman were building up their 
Although thus far, 
the Van Sweringens 


In a very 
Sweringen 


! of 


ac- 





usive 
operati ms of 


systems. 


not been conducted on nearly as 
e a scale as were those of the three 
tanding figures mentioned above; the 


tivity in the railroad field during the 
decade, as far as the advent of new 
rests to control is concerned, gives 
1 considerable prominence. 

ho then are these Cleveland operators 
in the course of six years have gained 
trol of four different railroads aggre- 
ng 4600 miles of line, which form the 
eus of a fifth trunk line system? How 
they happen to enter the railroad field 
what accomplished ? 


have they 











O. P. VAN SWERINGEN 
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By JOSEPH M. GOLDSMITH 


The story of the rise of the Van Swer 
ingen brothers Oris P. and Mantis J.. 
from a position of obscurity to the stellar 
position which they now occupy, 
more like fiction than uncolored account 
of a successful business career. It fur 
nishes an outstanding example of achieve 
ment; accomplished without financial 
backing at the outset, and against great 
obstacles; solely by virtue of foresight 
and vision combined with the requisite 
amount of practical knowledge and busi- 
nes sagacity. It is one more irrefutable 
answer to those who believe that, as now 
constituted, our country has ceased to be 
a land of opportunity. It shows conclu- 
sively that rewards still exist for those 
who have the ability to look ahead and 
correctly appraise the future. 

In 1907 O. P. and M. J. Van Sweringen, 
then in their twenties, started in the real 
estate business in the city of Cleveland. 
In possession of practically no capital, 
they purchased an option on a vacant piec« 
of ground, then pasture land, about three 
miles beyond the end of the nearest street 
car line. The city grew both in popula- 
tion and in extent and the ground which 
they held and that around it, which they 
gradually acquired, was transformed from 
a place over which cattle were wont to 


reads 


roam into an_ exceedingly attractive 
suburb On this land, called Shaker 
Heights, many of the finest homes in 


Cleveland have been built and the greater 
part of this entire section was originally 
owned by the Van Sweringens and their 


associates. 
Necessity of Electric Road 


In order to create a residential suburb 
at a considerable distance from the heart 
rapid transportation 
most essential. The necessity of supply 
ing a satisfactory means of 
people to get into the city quickly, in order 
to make their suburb attractive, is at the 
bottom of the Van first 
venture in the railroad field 
Rather surprising, is it not, that the con 
struction of a fast electric road from 
Shaker Heights into the heart of Cleve- 
land, at a cost of five millions, indirectly 
led to the acquisition of the New York, 
Chicago & St. Louis Railroad, commonly 
spoken of as the Nickle Plate, a road 523 
miles long and extending from Buffalo to 
Chicago? The peculiar situation arose in 
this way. Surveys for the proposed elec 
tric road showed that the only practicabk 


of Cleveland was 


enabling 


Sweringen’'s 


route lay across the right of way of the 
Nickle Plate and consequently 
tions began to either purchase or lease or 
in some way secure, the use of the land 
essential for the construction of the ele« 
tric road. 

t developed, in the course of the nego- 
tiations, that the entire road was for sale, 
and on the partial payment plan at that 
Although entering the transaction merely 
to obtain control of a small right of way 
the Van Sweringens emerged from the 
deal the owners of the whole Nickle Plate 
system. The construction of the electric 
line which was thereby made possible en 
abled the residents of Shaker Heights to 
arrive in town in fifteen minutes, whereas 
it required three quarters of an hour be 
But what was to prove of more far 
reaching importance, it indirectly lead to 
the entrance of the Van Sweringens in th 
field of steam railroad operation. Their 
subsequent purchases are all attributabk 
to this original venture. 


negotia 


ore. 


The Nickle Plate 


The Nickle Plate 
stem with absolutely no branches, extend 
In the days 
and 


consists of a main 


ing from Buffalo to Chicago. 


when railroading was free unregu 
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lated, it offered an excellent field in which 
to practice a type of financial banditry 
which was ordinarily productive of hand- 
some rewards to the perpetrators. Roads 
were slapped down as cheaply as possible 
parallel to prosperous lines in order to 
force the latter to buy them out at an 
excessive price. The Nickle Plate was 
one of these so-called “hold-up” propo- 
sitions and was constructed alongside of 
the Lake Shore & Michigan Southern, 
in order to force the Vanderbilts to buy 
it up and prevent its destructive compe- 
tition. This purpose was finally ac- 
complished, and it is from the alleged re- 
mark of Vanderbilt at the time of pur- 
chase, that at the fancy price paid for it 
the whole road ought to be nickel plated, 
that its present nickname is supposed to 
have originated. 

When in 1916 the New York Central 
consolidated the Lake Shore & Michigan 
Southern with its own lines East of Buf- 
falo, it decided to dispose of its holdings 
of Nickle Plate stock. The Van Swer- 
ingens were not adverse to acquiring a 
road of this nature and the New York 
Central sold to them its entire holdings in 
the Nickle Plate, consisting of $2,500,000 
First Preferred, $6,275,000 Second Pre- 
ferred, and $6,240,000 Common. The 
price paid was $8,500,000 and of this sum 
$2,000,000 was paid in cash and the balance 
by the delivery of ten notes of $650,000 
each, maturing serially. 


Since its acquisition by the new interests 
its progress from an operating as well as 
from a financial standpoint has been very 
substantial. The character of the tonnage 
has been very much improved during the 
last few years, minerals declining rela- 
tively while manufactured products have 
become a more important item. It is be- 
coming exclusively a freight road and has 
concentrated on this more profitable 
branch of the business, largely ignoring 
passenger traffic. In 1921, freight revenue 
constituted 93% of the total from all 
sources. 

The Nickle Plate originates compara- 
tively little business and receives about 
three quarters of its tonnage from con- 
necting lines. It enjoys a long haul for a 
road with so small a mileage, since a 
large proportion of the traffic moves over 
the entire length of the line. Its freight 
density is very high, averaging very much 
above that of the trunk line roads, since 
there is no branch mileage to bring down 
the average, and this enables economical 
operation. 


The Clover Leaf 


The second road with which the Van 
Sweringens have become connected is the 
Toledo, St. Louis & Western, ordinarily 
called the Clover Leaf. It runs from 
Toldo to St. Louis crossing the Nickle 
Plate at’ Continental, Ohio, and has a half 
interest with the Grand Trunk Railway 





Pere Marquette Railway Company 





in the Detroit & Toledo Shore Line con- 
necting those two cities. Like the Nickle 
Plate it is nothing but a stem with no 
branches or feeders. Its entrance int 
Detroit permits it to obtain a good shar 
of the large traffic which originates at 
that point and another element of strengt! 
is that it cuts across every east and west 
line of importance in trunk line territo: 





It is the logical line to give the Nicki 
Plate direct access to St. Louis and a very 
substantial volume of business mov 
directly from Buffalo to St. Louis. 

Operated independently it has 
proven a very dependable earner, and 
still technically in receivership, due to 
default on the bonds issued some years 
ago to purchase a controlling interest 
the Chicago and Alton. Its earnings 
1921 were highly satisfactory and for th 
year 1922 have been exceptionally good 
leading its directors on January 5, 1923 
to declare a dividend of four dollars ; 
share on both its preferred and comn 
stock. This creates quite an unusual 
situation for it seldom happens that 
road in receivership finds itself in a suf 
ficiently flourishing condition to pay divi- 
dends. It is expected that the receivership 
will be dissolved at an early date, for th 
Clover Leaf appears better able to stand 
on its own feet than many of the weak 
roads that are struggling to do so at tlx 
present time. 

In April, 1922, the Van Swering: 

(Please turn to page 755) 


Are Dividendson Common Stock Near? 


What the 1917 Reorganization Accomplished— 
Progress of Earnings—Position of the Shares 


HE original Pere Marquette was in- 

corporated in 1900 as a consolida- 

tion of three railroads operating in 
the State of Michigan. These companies 
had in turn been formed by the amalga- 
mation of numerous small lumber roads, 
which had been built very much earlier 
to ship out the products of the Michigan 
forests. All of them had experienced re- 
peated financial difficulties, for with the 
cutting down of the lumber in the terri- 
tory contiguous to their lines traffic fell 
off, since agriculture had not developed 
rapidly enough to take the place of the 
industry upon which they were primarily 
dependent. 

Although the Pere Marquette 
launched with a capitalization materially 
in exeess of the actual value of its con- 
stituent lines, it had sufficient traffic to 
earn a return even on these inflated se- 
curity issues. It probably would have had 
a moderately successful career had it not 
heen systematically milked by the inter- 
which soon obtained control. The 
limits of the present article do not permit 
an account of the various methods em- 
ployed in accomplishing this end, but 
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By JOHN W. KENNEDY 


after a decade of financial mismanage- 
ment the Pere Marquete was placed in re- 
ceivership in 1912. Its property was in 
a deplorable physical condition, and its 
funded debt was out of all proportion to 
what it would have been had the road’s 
finances been legitimately administered. 


The Reorganization of 1917 


The first requisite of placing the road 
on a paying basis was the restoration of 
its physical property to a condition which 
would permit efficient operation. Enor- 
mous sums were expended in making up 
this deferred maintenance and in 1914 the 
operating ratio rose to 106%, largely as 
a result of this policy. By 1917 the Pere 
Marquette’s road and equipment had been 
placed in a satisfactory condition and its 
tremendous bonded debt ot 76 millions 
was drastically reduced to 32 millions, by 
the wholesale exchange of stock for the 
old junior bonds. The excessive burden 
of fixed charges which it could not sus- 
tain was almost cut in half. The Pere 
Marquette Railway Co., which on March 
12, 1917, succeeded the Pere Marquette 


Railroad Co., started out relieved of 
large part of the tremendous debt wit! 
which its predecessor had been saddled 

The Pere Marquette operates 
miles of road practically all situated 
within the State of Michigan. By means 
of trackage rights over other roads it 
operates a through line from Buffalo t 
Chicago, and although its route is slight 
ly longer than those of the trunk lines 
the Pere Marquette has been fairly si 
cessful in competing for this through bu: 
iness. Nevertheless it still remains pi: 
dominantly an originating road, the larg 
proportion of its traffic being drawn fron 
its own territory and subsequently turned 
over to connecting carriers. 

Mineral products constitute about hi! 
of the total tonnage, consisting mainly 
bituminous coal, sand, stone and like a 
ticles. Among the agricultural products 
sugar beets are the largest single items 
Lumber, although still of importanc: 
does not occupy the leading position that 
it formerly did. The greatest growth 
tonnage has taken place in manufacture: 
products, due in considerable measure + 
the rapid expansion of the automobile 
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dustry in and around Detroit. The Pere 
\larquette’s total tonnage has increased 
substantially during the last few years 


it in 1921 fell far below the high level 
the previous year. 


Earnings of Past Two Years 


In the year 1921 the Pere Marquette 
rned a surplus over all fixed charges 
nounting to $3,103,000 which represented 
gain of $4,595,000 over 1920, in which 
deficit of $1,492,000 had been incurred. 
esults for 1922 have been even better, 
oss revenue equalling 38.4 millions, an 
crease of $95,000 indicating that the re- 
ction in rates did not have a similar 
fect upon revenues, due to the larger 
lume of traffic transported. Net operat- 

g income, which represents the net from 
iilway operations before fixed charges, 
e deducted, totalled $6,080,000 an in- 
ease of $406,000 over 1921. Assuming 
iat other income and fixed charges are 
ie same as in the preceding year, this 
ill result in a surplus applicable to divi- 
ends of 3.5 millions. These excellent 
irnings are in striking contrast to the 
eager surpluses and more frequent defi- 
its which characterized the years prior 
» the reorganization of 1917. 

As the appended table shows the Pere 
[arquette’s stock capitalization 
{ three different The 
ssue bears the title, Prior Preference 5% 
tock, and is certainly attractively named 
‘here is outstanding 11.2 millions of this 
ssue, which is entitled to 5% cumulative 
lividends ahead either the other 
lasses of stock. Dividends have been 
aid upon it regularly since it was put out 
n 1917. 

The Preferred 5% stock ranks 
o the above and slightly more of it is 
uitstanding. Dividends at the rate of 5% 


consists 


classes. senior 


or ot 


second 














PERE MARQUETTE 
STOCK CAPITALIZATION 








Stock Am't Outstanding Income Av'lable, '22 (%) 

Prior preferred 5% stock $11,200,000 $3,500,000 $1.25 

| Preferred 5% stock. 12,429,000 2,940,000 23.40 

Common stock 45,046,000 2,318,550 5.10 
when 10% was paid, covering the period was available for dividends 3.1 millions, 
from January 1, 1919, to December 31, and in 1922 about 3.5 millions remains 
1920. During 1922 the regular 5% for after all fixed charges. Since the divi- 
that year was declared and also an addi- dend on the issue of Prior Preferred re- 
tional 3% applicable to 1921. On Jan quires but $560,000, annually, it is espe- 
uary 3, 1923, the final 2% on account of cially well protected, and the regular 5% 


accumulations entirely cleared up all back 
divends on this issue. 

The 45 millions Common Stock 
pletes the Pere Marquette’s capitalization 
and amounts to almost twice as much as 
the two preferred issues combined So 
far no dividends have been declared upon 
it but the liquidation of all arrears on the 
Preferred makes its position very much 
better. 


com 


Preferred Issues Attractive 


The Pere Marquette is no longer to be 
as a weak system, for results ol 
the past two years have adequately dem- 
its power. The high 


C lassed 


onstrated earning 


credit which it now enjoys is evidenced 
by the fact that its First Mortgage Bonds 
bearing 5% interest are selling at 95 to 
vield slightly over 5%. The year 1922 
will show an operating ratio of about 
75% and this has been achieved with 
hardly any reduction in expenditures for 
maintenance. The large sums spent on 


the mm recent years have placed 

it in first-class condition. 
The Pere Marquctte’s 

at its f 


property 
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on the Preferred only involves an addi- 
tional $621,450. It is also covered by a 
wide margin and earnings are not likely 
any year to decline to such an extent 
as to fall below the $1,181,000 necessary 
to pay the full 5% on both issues of pre- 


ferred. 

The common may ultimately be placed 
dividend basis but a conservative 
financial policy would dictate that, for 
sometime at least, whatever surplus re 
retained by the company. The 
common is a large issue and dividends on 
it, even at a moderate rate, would require 
a commensurate sum. Ot the 
Pere Marquette’s earnings rise even above 


on a 


mains, be 


course, i! 


the excellent figures of 1922 the initia 
tion of payments on its junior stock issuc 
might follow, but we can hardly look for 
any material increase within the next few 
vears. 


The stock is now selling at around 
40 which is within a point of its high 
of 1922 and cannot be considered a 
bargain at this price. The preferred 
issues appear relatively more attrac- 
tive, for in addition to yielding a lib- 
eral return, they will appreciate pro- 
vided the good earnings of the past 
two years are maintained, and every- 
thing points to their continuance. 
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lated, it offered an excellent field in which 
to practice a type of financial banditry 
which was ordinarily productive of hand- 
some rewards to the perpetrators. Roads 
were slapped down as cheaply as possible 
parallel to prosperous lines in order to 
force the latter to buy them out at an 
excessive price. The Nickle Plate was 
one of these so-called “hold-up” propo- 
sitions and was constructed alongside of 
the Lake Shore & Michigan Southern, 
in order to force the Vanderbilts to buy 
it up and prevent its destructive compe- 
tition. This purpose was finally ac- 
complished, and it is from the alleged re- 
mark of Vanderbilt at the time of pur- 
chase, that at the fancy price paid for it 
the whole road ought to be nickel plated, 
that its present nickname is supposed to 
have originated. 

When in 1916 the New York Central 
consolidated the Lake Shore & Michigan 
Southern with its own lines East of Buf- 
falo, it decided to dispose of its holdings 
of Nickle Plate stock. The Van Swer- 
ingens were not adverse to acquiring a 
road of this nature and the New York 
Central sold to them its entire holdings in 
the Nickle Plate, consisting of $2,500,000 
First Preferred, $6,275,000 Second Pre- 
ferred, and $6,240,000 Common. The 
price paid was $8,500,000 and of this sum 
$2,000,000 was paid in cash and the balance 
by the delivery of ten notes of $650,000 
each, maturing serially. 





Since its acquisition by the new interests 
its progress from an operating as well as 
from a financial standpoint has been very 
substantial. The character of the tonnage 
has been very much improved during the 
last few years, minerals declining rela- 
tively while manufactured products have 
become a more important item. It is be- 
coming exclusively a freight road and has 
concentrated on this more _ profitable 
branch of the business, largely ignoring 
passenger traffic. In 1921, freight revenue 


constituted 93% of the total from all 
sources. 
The Nickle Plate originates compara- 


tively little business and receives about 
three quarters of its tonnage from con- 
necting lines. It enjoys a long haul for a 
road with so small a mileage, since a 
large proportion of the traffic moves over 
the entire length of the line. Its freight 
density is very high, averaging very much 
above that of the trunk line roads, since 
there is no branch mileage to bring down 
the average, and this enables economical 
operation. 


The Clover Leaf 


The second road with which the Van 
Sweringens have become connected is the 
Toledo, St. Louis & Western, ordinarily 
called the Clover Leaf. It runs from 
Toldo to St. Louis crossing the Nickle 
Plate at’ Continental, Ohio, and has a half 
interest with the Grand Trunk Railway 





Pere Marquette Railway Company 





iW 


in the Detroit & Toledo Shore Line con- 
necting those two cities. Like the Nickle 
Plate it is nothing but a stem with no 
branches or feeders. Its entrance into 
Detroit permits it to obtain a good shar 
of the large traffic which originates at 
that point and another element of strength 
is that it cuts across every east and west 
line of importance in trunk line territory 
It is the logical line to give the Nicki 
Plate direct access to St. Louis and a ver 
substantial volume of business moves 
directly from Buffalo to St. Louis. 

Operated independently it has 
proven a very dependable earner, and 
still technically in receivership, due to 
default on the bonds issued some years 
ago to purchase a controlling interest in 
the Chicago and Alton. Its earnings 
1921 were highly satisfactory and for t! 
year 1922 have been exceptionally go 
leading its directors on January 5, 192: 
to declare a dividend of four dollars per 
share on both its preferred and common 
stock. This creates quite an unusual 
situation for it seldom happens that 
road in receivership finds itself in a suf 
ficiently flourishing condition to pay divi- 
dends. It is expected that the receivershi 
will be dissolved at an early date, for th 
Clover Leaf appears better able to star 
on its own feet than many of the weak 
roads that are struggling to do so at t 
present time. 

In April, 1922, the Van Sweringen 

(Please turn to page 755) 
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Are Dividendson Common Stock Near? 


What the 1917 Reorganization Accomplished— 
Progress of Earnings—Position of the Shares 


HE original Pere Marquette was in- 
T corporated in 1900 as a consolida- 

tion of three railroads operating in 
the State of Michigan. These companies 
had in turn been formed by the amalga- 
mation of numerous small lumber roads, 
which had been built very much earlier 
to ship out the products of the Michigan 
forests. All of them had experienced re- 
peated financial difficulties, for with the 
cutting down of the lumber in the terri- 
tory contiguous to their lines traffic fell 
off, since agriculture had not developed 
rapidly enough to take the place of the 
industry upon which they were primarily 
dependent. 

Although the Pere Marquette was 
launched with a capitalization materially 
in exeess of the actual value of its con- 
stituent lines, it had sufficient traffic to 
earn a return even on these inflated se- 
curity issues. It probably would have had 
a moderately successful career had it not 
heen systematically milked by the inter- 
which soon obtained control. The 
limits of the present article do not permit 
an account of the various methods em- 
ployed in accomplishing this end, but 


696 


ests 


By JOHN W. KENNEDY 


after a decade of financial mismanage- 
ment the Pere Marquete was placed in re- 
ceivership in 1912. Its property was in 
a deplorable physical condition, and its 
funded debt was out of all proportion to 
what it would have been had the road’s 
finances been legitimately administered 


The Reorganization of 1917 


The first requisite of placing the road 
on a paying basis was the restoration of 
its physical property to a condition which 
would permit efficient operation. Enor- 
mous sums were expended in making up 
this deferred maintenance and in 1914 the 
operating ratio rose to 106%, largely as 
a result of this policy. By 1917 the Pere 
Marquette’s road and equipment had been 
placed in a satisfactory condition and its 
tremendous bonded debt ot 76 millions 
was drastically reduced to 32 millions, by 
the wholesale exchange of stock for the 
old junior bonds. The excessive burden 
of fixed charges which it could not sus- 
tain was almost cut in half. The Pere 
Marquette Railway Co., which on March 
12, 1917, succeeded the Pere Marquette 


Railroad Co., started out relieved of 
large part of the tremendous debt wit! 
which its predecessor had been saddled 

The Pere Marquette operates 2,22. 
miles of road practically all situated 
within the State of Michigan. By means 
of trackage rights over other roads 
operates a through line from Buffalo 
Chicago, and although its route is slight 
ly longer than those of the trunk lines 
the Pere Marquette has been fairly s1 
cessful in competing for this through bus 
iness. Nevertheless it still remains pi 
dominantly an originating road, the larg 
proportion of its traffic being drawn fro 
its own territory and subsequently turned 
over to connecting carriers. 

Mineral products constitute about ha! 
of the total tonnage, consisting mainly o/ 
bituminous coal, sand, stone and like a 
ticles. Among the agricultural products 
sugar beets are the largest single items 
Lumber, although still of importance, 
does not occupy the leading position that 
it formerly did. The greatest growth in 
tonnage has taken place in manufactured 
products, due in considerable measure to 
the rapid expansion of the automobile i: 
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fustry in and around Detroit. The Pere 
\Marquette’s total tonnage has increased 
substantially during the last few years 


t in 1921 fell far below the high level 
the previous year. 


Earnings of Past Two Years 


In the year 1921 the Pere Marquette 
rned a surplus over all fixed charges 
iounting to $3,103,000 which represented 
gain of $4,595,000 over 1920, in which 
deficit of $1,492,000 had been incurred. 
sults for 1922 have been even better, 
ss revenue equalling 38.4 millions, an 
rease of $95,000 indicating that the re- 
ction in rates did not have a similar 
fect upon revenues, due to the larger 
lume of traffic transported. Net operat- 
r income, which represents the net from 
lway operations before fixed charges, 
deducted, totalled $6,080,000 an in- 
ase of $406,000 over 1921. Assuming 
it other income and fixed charges are 
same as in the preceding year, this 
ll result in a surplus applicable to divi- 
ids of 3.5 millions. These excellent 
rnings are in striking contrast to the 
ager surpluses and more frequent defi- 
ts which characterized the years prior 
the reorganization of 1917. 
\s the appended table shows the Pere 
[arquette’s stock capitalization consists 
three different The senior 
ssue bears the title, Prior Preference 5% 
tock, and is certainly attractively named. 
here is outstanding 11.2 millions of this 
ssue, which is entitled to 5% cumulative 
lividends ahead of either of the other 
lasses of stock. Dividends have been 
aid upon it regularly since it was put out 
n 1917. 
The Preferred 5% stock ranks second 
o the above and slightly more of it is 


classes. 











Stock 
Prior preferred 5% stock 
Preferred 5% stock...... 
Common stock 








PERE MARQUETTE 
STOCK CAPITALIZATION 


Am't Outstanding Income Av'lable, ‘22 (%) 
$11,200,000 $3,500,000 31.25 
12,429,000 2,940,000 23.40 
45,046,000 2,318,550 5.10 











when 10% was paid, covering the period 
from January 1, 1919, to December 31, 
1920. During 1922 the regular 5% for 
that year was declared and also an addi- 
tional 3% applicable to 1921. On Jan- 
uary 3, 1923, the final 2% on account of 
accumulations entirely cleared up all back 
divends on this issue. 

The 45 millions Common Stock 
pletes the Pere Marquette’s capitalization 
and amounts to almost twice as much as 
the two preferred issues combined So 
far no dividends have been declared upon 
it but the liquidation of all arrears on the 
Preferred makes its position very much 
better. 


com 


Preferred Issues Attractive 


The Pere Marquette is no longer to be 
classed as a weak system, for results of 
the past two years have adequately dem- 
onstrated its earning power. The high 
credit which it now enjoys is evidenced 
by the fact that its First Mortgage Bonds 
bearing 5% selling at 95 to 


interest are 


yield slightly over 5%. The year 1922 
will show an operating ratio of about 
75% and this has been achieved with 
hardly any reduction in expenditures for 


maintenance. The large sums spent on 
the property in recent years have placed 
it in first-class condition. 

The Pere Marquette’s Prior 
at its present price of 7354, as of Feb- 
ruary 3 gives a yield of about 6.89%, while 
its Preferred at 66 nets a return of 
7.6% on the sum invested. In 1921 there 


Preferred 








uitstanding. Dividends at the rate of 5% 
ecame cumulative January 1, 1919, but 
it received nothing until January 3, 1922, 
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available for dividends 3.1 millions, 
and in 1922 about 3.5 millions remains 
after all fixed charges. Since the divi- 
dend on the issue of Prior Preferred re- 
quires but $560,000, annually, it is espe- 
cially well protected, and the regular 5% 
on the Preferred only involves an addi- 
tional $621,450. It is also covered by a 
wide margin and earnings are not likely 
in any year to decline to such an extent 
as to fall below the $1,181,000 necessary 
to pay the full 5% on both issues of pre- 
ferred. 


Was 


The common may ultimately be placed 
dividend but a conservative 
financial policy would dictate that, for 
sometime at least, whatever surplus re- 
mains, be retained by the company. The 
common is a large issue and dividends on 
it, even at a moderate rate, would require 
a commensurate sum. Of the 
Pere Marquette’s earnings rise even above 
the excellent figures of 1922 the initia- 
tion of payments on its junior stock issue 


on a basis 


course, if 


might follow, but we can hardly look for 
any material increase within the next few 
vcears. 


The stock is now selling at around 
40 which is within a point of its high 
of 1922 and cannot be considered a 
bargain at this price. The preferred 
issues appear relatively more attrac- 
tive, for in addition to yielding a lib- 
eral return, they will appreciate pro- 
vided the good earnings of the past 
two years are maintained, and every- 
thing points to their continuance. 
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Striking Recovery in Rail Earnings 


Gross and Net for December Far in 





Excess of Corresponding Month of 1921 


By ARTHUR J. NEUMARK 


















cs 
uN 





CAR LOADINGS 


*Millions- 
a ~ ~ 
oO uw o 


~ 
us 


JAN FER MAR APR MAY JUNE JULY’ AUG SEPT OCT NOV DEC 





































































ESTIMATED ANNUAL EARNINGS OF RAILROADS 
FOR THE CALENDAR YEAR 1922 


Net 
Operating 
Road Deficit 
OD a ceeteesceeseteese 
Atlantic Coast Line....... : 
Baltimore & Ohio 
Buffalo, Rock. & Pgh..... 
Comedian Pacihc. ....cccecs: 
Carolina, Clinch. & Ohio... 
Central of J 
Chesapeake & Ohio......... 
Chicago & Alton............ 
Chicago & East Illinois....... 
Chicago Gt. Western.......... ; 
Chicago, Mil. & St. Paul......... 
Chicago North Western.......... 
Chicago, R. I. & Pacific...... . 
Chicago, St. Paul, Minn. & O. 
Cleve., Cinn., Chic, & St. Louis. 
Colorado & Southern....... ‘ 
Delaware & Hudson............. 
Delaware, Lackawanna & Western. 
PN ¢itageedeeeteeetsceneseces 
Cee TOUR, cc cccccccscccces 
Gulf, Mobile & Northern. . 
BERGE GMs ccccccccecesveces 
Kansas City Southern........... 
EAR VER s cocccccccccesceses 
Louisville & Nashville.......... . 
Minneapolis & St. Louis......... 
Minn., St. Paul & St. Ste Marie. 
Missouri, Kansas & Texas........ 
Missouri Pacific........... es 
New York Central 
N. Y.., Chicago & St. Louis. 
N. a N. H. & Hartford....... 
N. Y¥., Ontario & Western. : 
Norfolk > WIR cc cccccceces: 
Bertherm PaciBc. ....ccccccesse. 
Pte sceccererseeenes 
Pere Marquette..........000+..- 
Pittsburgh & W. Va.......... , 
ne rrr 
*Seaboard Air Line.......... 





. St. Louis, San Francisco.... 


St. Louis Southwestern.... 
Southern Pacific............ 
Southern Railway........- 
. ) es 

tt Me dceseseesesses 
WEEE ccvesecccoscccees ics 
WEE sn cccescncccecesveseess ‘: 
Western Maryland............ 5 
Wheeling & Lake Erie........... 


1$50 par value. 
§ Without oil income and after capital adjustments. 


preferred B is converted equally into prefe: rred A and common stocks, 
* Excludes interest on adjustment income bonds. 


outstanding. ®On 7% first preferred. 


* On the 6% preferred. 


* Based on first 11 months. _ 


% 
Charges 
Earned 


$ 
Per Share 
on 
Preferred 


$ 
Per Share 
on 
Common 


$11.70 
16.20 
1.55 


2 After 5° on the common stock, all classes of stock share equally. 
* Assuming that all of the outstanding 
® Only class of stock 




















THE 


HE situation for the rails looms ver 

bright at the present writing. Vol 

ume of traffic for the last month o 
1922 broke all previous records for tha 
time of the year, in fact gross earning 
of many roads exceeded that of the previ 
ous month which is normally a much mor 
remunerative period. 

Net operating income was high in almos 
every instance, some of the reports fur 
nishing striking contrasts with those of 
year ago. With the exception of the anthra 
cite roads, every one of the leading road 


earned their dividend requirements sub 
stantially. Among the premier companies 
Iilinois Central, Louisville & Nashwvill: 


Atlantic Coast Line, Chesapeake & Ohi: 
Pennsylvania, Atchison, Southern an 


N. Y., Chicago & St. Louis, enjoyed th 
most prosperous year. 
Outlook 


Car loadings for January continued t 
break all previous records and indications 
are that the month will yield the best re 
turns of any January since 1916. Domestic 














CLASS I ROADS 
(000 omitted) 
*Month’'s normal 
Net oper. earnings to give 
income a 6% return 
January, 1922.. .$29,530 $74,100 
February ...... 47,770 68,000 
March .... .. 83,511 78,000 
EE 6560600000 Se 88,500 
ae . 61,980 89,000 
June . 76,594 97,500 
ED ncwauadn nic, Se 103,200 
August .. 52,579 113,400 
September ..... 58,457 125,000 
October . 85,255 136,000 
November - 105,000 113,000 
*December . 95,000 96,300 
* Estimated. 











conditions in all basic industries indicat 
a continuance of the present heavy volum« 
of traffic for at least six months to come 
It is the writers opinion that holders of 
railroad securities can look to the future 
with a great deal of confidence. 

For a more extensive analysis of the 
railroad situation and the general outlook 
of the carriers readers are referred to the 
article appearing clsewhere in this issue 
entitled “Is a Big Move Ahead for the 
Rails?” 


Note: In the 
an article on prospective 
which we will be of great interest 
to our readers. This article has been 
wrilten by George W. Oliver, one of the 
best known railroad analysts in the 
country. 
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March 3 issue will appear 
railroad carnings 


believe 
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Che following is from a letter to Mr. 
lph Rushmore, in reference to his “one- 
tragedy” What Every Would-Be In- 
Builder Knows which appeared in 
January 20th issue.) 
. . Permit me to congratulate you on 
mighty clever “one-act tragedy.” 
t's the best thing I have read since 
tor was a pup. You must have sat in 
ome of my own home scenes. For | 
had to fight a darned sight harder 
arry on the budget plan than your 
who, like 90% of humanity, lacked 
nerve to put his foot down and go to 
mat if need be. 
read it aloud to my 
way in the reading the phone at his 
w rang, and “wifey” teased him for 
silk—(deleted)—and the “goop” 
in. When the phone rang, he was 
hing his head off, because the bridge 
p was at present “on the table” at his 
ve and he has exactly ten others to 
every necessary corner. I think you 
ve reached every male reader on your 
to say nothing of the women, in the 
t possible manner.”—A. ( 


manager, and 


Objects to “Radical Propaganda” 
tor, THE MAGAZINE OF WALL STREET: 
was distinctly disappointed to read the 

ticle by this George W. Norris on “The 

ot of National Distress” in the Jan. 6 
ce. Where does this man get the mis 
ormation that the railroads are over- 

pitalized? He says that we must take 
water out of railroad capitalization 
heaven's name have 

n watching the valuations as they have 
1e out and I have not been able to find 

systems are full 


where is it? I 


it any of our 
water. 

Take the case of the Rock Island Rail- 
id: By the I. C. C. valuation division 
ures, this road’s common stock is worth 
ll over $100 per share. And the valua- 
n of the N. Y. N. H. & H. also was 
ind to be well outstanding 
ks and bonds. 


great 


above the 


Senator Norris is Chairman of the U.S 
mmittee of Agriculture & Forestry ac- 
rding to the heading of the article 
ould he be willing to tell me how much 
iter there is in farm land at from $100 
$500 an acre? If there is any watered 
ck is it not in our grossly inflated farm 
d real-estate values? Farm land that 
ild have been bought for $20 an acre 
enty or thirty years ago was bid $20 an 


re as rent in Iowa. These miserabk 
liticians would not recognize the truth 
they saw it. 

You may have read the address (if 
could be called such) that was given 
* the Senator-clect from North Dakota 
fore The City Club of Washington 


out a week ago in which he is reported 
have made the statement that when the 
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Our Own Playwright Scores a Hit! 


farmer sent a carload of sheep to market 
he received a hill from the railroad for 
freight charges, the price received for the 
sheep not sufficient to pay the 
freight charges. President Felton of the 
Chicago Great Western Railroad in re 
ply to this falsehood showed that it could 
not have beer true as the highest figure 
that he found was that the freight charges 
were 10%2% of the market price of the 
carload of sheep. The daily newspapers 
give us enough misstatements about such 
matters I think that a finan- 
them 


being 


as these so 
cial journal should not add to 
H. E. B. — 
The function of a Magazine whose chief 
rte is unprejudiced analysis as 
it is to consider all sides of any 


we see 
subject 
before attempting a conclusion. The same 
attitude, we think, must be taken toward 
public questions, and to our method of 
treating these questions in our columns 
That is, which side we 


are tempted to favor, 


irrespective of 


uur clear duty seems 


to be to present both sides, and to throw 
ir columns open to the presentation ol 
both sides, and not to make our Maga 


dividing wall between our read 
ers and “the other side of the 
ollow such a policy consistently need « 
tainly do no harm; and by hastening the 
whole truth, it may do 
a great deal of good. We are reminded 
»f a line from Milton: 
“Though all the 


; tr 


zine a 
case.” To 


oe 
discovery of the 


winds of docirit 


, : 
play upon the carth 


Truth be in the field, we do in 
riously, by licensing and prohibi 
to misdoubt her strengtl I 
her and Falsel d grap| le vi ; 
ew Truth put to the worse ina frei 
l open encounter 


An Emphatic Grievance 
i-ditor, THE MAGAZINE OF WALL Srree! 
For twenty years I have 
tomer of various stock-exchange firms in 


been a ¢ 


many mid-western cities and for that rea 


son have come into contact with hundred 


of traders. So long as I can remember 
umong these traders there always secn 
to prevail the opinion that the odd-lot 
continually “gypping” the 
iforementioned traders. 

This statement is not made because “tl 


houses are 


trade looked bad,” but because by closely 
checking the execution with the tape th 
gypping” can easily be detected On 


1 


these kinds of trades when the firm with 
whom you are dealing is “called” they in 
variably offer the excuse that 
will occur and the odd-lot house 
gladly will correct same.” 

That the house which 
business is honest in the matter, is my 
conviction; but I do not feel that I can 
say the same thing regarding the odd 
lot houses’ part toward the 


“errors, ot 


course, 


originates the 


transaction 


speculator 


Nothing, I believe, makes a 
more bitter when he “goes broke” 
quits the game than to feel that he was 
not given a square deal. When one re- 
calls the large number of speculators who 
never quit ahead, it makes him wonder 
why the odd-lot houses 
methods when they will eventually be th« 


and 


stoop to such 
gainers. 

Probably the odd-lot houses make enor 
mous amounts by grabbing the half and 
ull points (not being satisfied with their 
legitimate 4% and % away) on hundreds 
of trades executed for traders to whom 
a tape is not available. But I feel it’s 
rather brazen when they are caught at it 
dozens of times a week by traders watch- 
ing the tape and still keep relentlessly at 
the practice. 

Perhaps you question why I contend th« 
mistakes The fact that 
executions changed in _ thre« 
brokerage houses during a month, 49 of 


the original 


rrors are not 
out of 50 
against th¢ 


executions were 


customers and one against the odd-lot 
house, make their declarations of “mis 
takes” look somewhat sinister 

\t one time, nine out of ten specula 


tors in the west and middle west confined 
their activities to commodities; the re 

seems now true. Also state laws of 
the past few years have all but closed the 
the grain exchanges In thi 
state, if laws were enforced relatiy 
to trading which have become laws within 


verse 


doors of 


very 


the last five years, anyone making a tradk 
in futures could be given a 
That sounds somewhat absurd 
mut, I believe, it would prove true. 


penitentiary 


entence 


The writer is not against investment or 


peculation; on the contrary, I am very 
much for it But the time has passed 
when pit traders and floor men and others 
can grab off quarters and halves with im 


They should realize far quicker 
than the ordinary trader that this prac- 
tice results only in killing the goose that 


laid the golden eg; 


punity 


Also odd-lot houses should remember 
that, when an order to “Sell 50 Houston 
Oil 71 stop,” which has been entered for 


two weeks previous, is filled at 69 after 
the market has opened at 7014, 70, 69 

commission houses will be unable to cor 
trader the execution 
You think it isn’t being don 
It happens times without number. 

In this very city less than three 
past a commission house was cl 
nspector for the stock exchange 
it determined they were grabbing 
from executions for their cus 
Anyone ever heard of a member 
located in New York ever 
for that offense? Out here it’s 
in New York it’s a mistake. 


If the Exchange 


vince a was al 


‘error,” 
1 years 
osed by an 
because 
was 
ractions 
tomers. 


be ing closed 


robbery ’ 
cares to determine 
acts for themselves, let them send out an 
inspector to do some trading in various 
parts of the country. The evidence quick- 
ly will be forthcoming.—T. J. O’'N 
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Money, Credit and Business 











Prospects for Larger Business Volume 


Production Increases Moderately—Basic Products in Demand— 
Price Indexes Point Upward—Business Liquidation Well Over 


HILE the foreign situation con- 
tinues to be as doubtful and un- 
satisfactory as at any time hereto- 

fore, the progress that has been made 
since the opening of January appears to 
confirm those who believe that a good 
year's business is in prospect from the 
domestic standpoint. The early part of 
January showed a tendency to hesitation, 
which now apparently is being somewhat 
relieved, with the result that forward 
orders are being more actively placed, 
and that there is an evident disposition to 
proceed with greater asuurance than has 
been true thus far. 


Output in Basic Industry 


The general trend of the output in basic 
industries is now apparently slightly up- 
ward. The accompanying diagram, which 
gives the latest figures compiled in index 
form as prepared by the Federal Reserve 
system, shows the trend of the general 
level of production up to about the end 
of 1922. It will be noted that a slight 
drop was shown at the beginning of the 
present year. This is the state of things 
to which reference was made in earlier 
articles, and which aroused the belief in 
many minds that movements toward 
cession of output could hardly be held in 
check. Current figures up to the close of 
January, although not yet sufficiently com- 
plete to permit the compilation of the 
index, point to the belief that the move- 
ment has now resumed its upward trend 
and will go to higher levels. This trend 
cannot be indefinitely maintained for rea- 
sons which have already been made plain 
in former analyses and will be referred 
to presently at somewhat greater length. 
The point which is interesting just now 
however is the prospect for a well main 
trade = during 


re- 


tained state ol coming 


months, 


Iron and Steel Demand 


The state of things is quite well illus- 
trated by the iron and steel industry. Un- 
filled orders of the U. S. Steel Corpora 
tion which fell off 95,000 tons at the last 
report are favorable. At the same time 
the production of pig iron has gone on 
increasing and there is every reason to 
believe from current indications that the 
mills will continue to be busy for some 
time to come. Some estimates place the 
average activity now as high as 85% of 
capacity with a higher figure at some cer- 


700 


“appears to 


By H. PARKER WILLIS 


tain plants. Optimistic observers assert 


that the plants would be “running full” 


if it were not for difficulty in getting 
labor suflicient to keep them occupied. 
This may or may not be true. What is 


undoubtedly true is that the prospects of 
a good year in automobiles, the placing of 


continuously large orders for railroad 
equipment, necessary to restore our de- 
pleted transportation systems, and the 


transference of some foreign orders to this 
country which would have gone to Ger- 
many or France, but for the recent dis- 
turbances in relations between those coun- 
tries, has given an active stimulus to the 
iron and steel trade which may be ex- 
pected to continue for some time. 

In estimating the effect of this situation 
on the sotck market, it is well to bear in 
mind that a good many of the companies 
are not making money, certainly not in 
the proportion they ought to make it, with 
such a volume of business as they have 
owing to the continuance of inflated wages 
and high costs of production pretty gen- 
erally. This tends to retard advances in 
values which might otherwise legitimate- 
ly be expected as an outgrowth of good 
business. 

There 
growth 


are plenty of other signs of 
available. Coal production 
have been stabilized pretty 
well around 11,000,000 tons a week, cer- 
tainly a high level of output with condi- 
tions as they Demand for staple 
products for many uses such as steel con- 
tinues as already noted, to be large. There 
are unquestionably activity and good for- 
ward orders in the textile trade. Build- 
ing, after getting somewhat of a setback 
for a time so far as new contracts were 
concerned, is apparently disposed to show 
a greater degree of activity for the spring. 
The output of a good many kinds of prod- 
ucts has been stimulated by reason of the 
fact that consumers stocks have become 
exhausted so that they have drawn heavi- 
ly on retailers who in turn have cut down 
their supplies and thus have been obliged 
to place larger orders than they other- 
wise would. The situation in this regard 
is well illustrated by the figures for retail 
which have been unusually large 
for January (as compared with former 
years). Wholesale trade has also been 
good with resulting orders reflected in 
many classes of business. This phase of 
the business outlook is illustrated by the 
accompanying diagram furnished by the 
Federal Reserve Bank of New York and 
showing the sales of representative stores 


now 


are. 


sales 





in the New York district and throughoi 


the country. 


Will Prices Advance? 


In these circumstances price advancx 
continue to be looked for and yet they ar 
still very limited as has been true du 
ing the past six or eight weeks. Advance 
have taken place in textiles and in som 
foodstuffs, but the gains are thus fa 
more noticeable in retail prices than the 
are at wholesale and the current inde 
numbers which are always somewhat lx 
hind the immediate moment show a condi 
tion of practical stability. The next inde 
numbers will undoubtedly reveal an up 
ward movement and it can quite confi 
dently be said that the trend of price 
during the next few months will be to 
ward higher levels, although how rapidh 
is a matter on which opinions differ an 
on which there can be but limited cer 
tainty. The business man, however, wh: 
thinks of “stocking up” is on the averag: 
likely to be well protected if his advanc 
orders do not go beyond the current sea 
son, since there is no general recession o 
prices now in sight. There may be shrink 
ages in individual lines, though even thes 
do not seem likely, certainly in any con 
siderable proportion. 

The relative stability of prices is un 
doubtedly a favorable factor in the situa 
tion, showing as it does the demand for 
credit is not likely to be enlarged by rea 
son of artificial increases in the volume 
needed to carry business. In this connec 
tion it is interesting to observe that th« 
process of liquidation as illustrated by 
business failures has evidently reached an 
advanced point. The accompanying dia 
grams present the movement of such fail 
ures up to a recent date with comparisons 
and and figures for Januar) 
show recessions below the 
of a year ago. This also is an indication 
of soundness and stability in busines: 
which must not be overlooked. 


analyses, 


marked leve! 


Foreign Trade Uncertain 


The uncertainty of foreign trade con 
tinues, and the difficulty of making a close 
estimate of its relation to the general bus 
iness situation is as great as ever, due to 
the fact that the Department of Com- 
merce still withholds figures since last 
October. Precisely what our export trade 
balance may be is thus necessarily uncer 
tain. Exports have continued on a fairly 

(Please turn to page 743) 
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Bargains in Common Stocks 


Some High-Grade Investment Securities That Are Attractive 


at Current Prices—What Prospective Buyers Should Consider 


TIE Macazine or WALL Srreet has 

always maintained that the best and 

safest way to make profits in the 
stock market is to think of every thing 
else first and of market profits last. In 
other words, if a prospective purchaser 
is convinced that the security he has in 
mind is satisfactory from the point of 
view of record, financial position, earn- 
ings, industrial outlook, yield, and the 
like, market profits can be trusted to take 
care of themselves, and, if the investor’s 
judgment on the other points has been 
correct, they are bound to come. 

A more satisfactory demonstration of 
this rule could scarcely be found than 
the investment list recommended by Mr. 
l‘rederick Lewis in the article headed, “In 
a Class by Themselves,” in THe Maca- 


ZINE OF WALL Street of July 8, 1922. 
He picked ten common stocks on the 
basis of their it.vestment merits alone, 


and recommended their purchase at the 
prices then prevailing. Since then, we 
must remember, the market has suffered 
a sharp reaction of unusually long dura- 
tion, beginning about the end of October, 
from which it has only recently recov- 
ered. In spite of this fact, the stocks 
then recommended show the following 
profits as of February 1: 





Price on Price on Points 
July of 

4 Profit 

Amer, Car & Foundry 178 15 
General Electric 185 19 
Liggett & Myers..... 19 49 
> BOONE cccceece 170 18 
National Biscuit 234* &9 
Standard Milling 145* 22 
a O-s Besadcens 200* 15 
ah Meiiiccecwcace 14 5 
F. W. Woolworth... 208 45 
Otis Elevator ....... 148 15 
Average points per share.............. 31 


* Old stock. 


In the following study we shall attempt 
to point out certain stocks which appear 
to us to be in a strong position from the 
investment viewpoint although not neglect- 
ing the possibilities of market apprecia- 
tion. Naturally, in looking for strong in- 
vestment securities, the first thing we are 
concerned with is the safey of income, in- 
volving not only the present position of 
the company but a consideration of its 
record in the past. We must, therefore, 
eliminate all stocks which are not well 
“seasoned,” with a strong financial posi- 
tion, a dividend record reaching back over 
several years, and so strongly situated in 
their industry as to render the continuance 
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or increase of their dividends highly 
probable. 

The investor must also consider care- 
fully the question of yield. Not every 
stock with a low yield is necessarily a 
safe investment, as the price may be un- 
duly high because of temporary condi- 
tions or manipulation. At the same time, 
he must not be scared away by finding 
the yield on these investments lower per- 
haps than in the case of many common 
even some preferred issues. 
The recompense is to be found in the 
great stability of the income at its pres- 
ent rate, in all the stocks here selected, 
and the possibilities of increased or extra 
dividends in many of them. While the 
average yield of the entire list, at cur- 
rent prices, is therefore as low as that of 
a well-secured preferred stock, the advan- 
tage is in the possibility of increased in- 
come without sacrifice of safety, which 
means also the possibility of increased 
market price. 

In view of the high investment stand- 
ing of the stocks here chosen, moreover, 
should money become freer and interest 
rates decline, their market prices would 
go up on the basis of straight investment 
buying alone, if for no other reason. This 


stocks or 


would enable prices to resist to a greit 


extent the results of a decline in ear 
ings during a period of depression, 
during such periods money rates are lo 
and investment securities consequent 
tend to go up. 

Another factor to be considered is tl 
industry in which the company repr 
sented is engaged, and the standing of tl 
company within the industry. The poss 
bility of another period of depression 
the near future must be reckoned wit! 
and before choosing a common stock fi 
investment ohe must ask, “‘How will th 
industry weather a business storm?”, a1 
“Is there reason to believe that this par 
ticular company will do better during 
depression than other companies in th 
same industry?” It is 
making up an investment list of this typ: 
the factor of diversification should not b 
neglected, as an additional element o 
safety. 

With these things in mind, therefor« 
we have selected the following commor 
stocks as suitable for the investment o 
part of the funds of a business man wh 
is willing to take a long-range view o 
his securities and can afford to take the 
small unavoidable residuum of risk. 





Railroad and Public Utility Stocks 


ILLINOIS CENTRAL RR. CO. 
One of the Strongest Railroads 

This railroad serves the west central 
and southern territory, radiating out of 
Chicago as far west as Omaha and as far 
south as New Orleans. Its traffic range 
is accordingly well diversified, averaging 
50% mineral products (principally coal, 
copper, iron, lead and zinc), 18% agri- 
cultural and animal products, 13% lumber, 
and 19% manufactures and merchandise. 
Through ownership of the Central RR. of 
Georgia it has access to the Atlantic sea- 
board at Savannah, and a water route to 

Soston and New York from there through 
the Georgia Central’s subsidiary, the 
Ocean Steamship Co. 

It is one of the oldest roads in the 
country, having an uninterrupted dividend 
record reaching back as far as 1860, since 
when it has always paid not less than 4% 
and at times as high as 10% annually. 
The present rate of 7% was established in 
1917. It was known as a good earner be- 
fore the war, usually showing 6 to 7% 
or better earned ou the common each year, 
and from 1916 to 1918 averaged 12.57%. 





In 1919, owing to the unusual circum 
surrounding Government control 
and the transition to private ownership, it 
showed a deficit before common dividends 
of 1.3 millions, and the following year a 
net of 1.4 millions. So confident was the 
company, however, of its intrinsic strength 
that it maintained dividend payments un 
impaired at 7.7 millions each year, and in 
1921 its judgment was vindicated when it 
closed the year with 9.29% earned on the 
common. Preliminary figures for 1922 
indicate that this was one of the most 
prosperous years in its history, with abou 
15% earned on the common. 


stances 


This was in spite of a preferred stock 
issue Of 11 millions early in the year out 
50 millions t 
electrification of the 
pany’s lines within Chicago and the re 
construction of. its Chicago terminals. As 
this stock was convertible at par, while 
the stock has been selling above this figure 
since March, 1922, it is reasonable to as- 
sume that most of the preferred has been 
converted, especially since it bore only 6% 


f an authorized issue of 


provide for com 
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rest while the common was paying 7% 
The continued high earnings in the 
ist two years, during periods of busi- 
ess ranging from poor to middling 
ood, and the outlook for further high 

earnings if the farming situation im- 

proves, indicate possibilities of a divi- 

nd increase, whiie the continuance 
dividends for a long time to come 
the present rate seems assured. For 

is reason the stock looks attractive 
current prices around 112, although 

yield is only 6.25% 


NION PACIFIC RR. COMPANY 
A Seasoned Investment 
nion Pacific is undoubtedly one of the 
er railroad systems of the country 
its securities for many years have 
considered among the best. Divi- 
on the common stock of this com- 
have been paid without interruption 
e 1900, a record possessed by few com- 
es in any field of industrial activity. 
e 1907, dividends have fluc’ iated an- 
lly between 8 and 12% and for the 
few years have veen at the rate of 
annually. Earnings of this company 
always been in excess of dividend 
1irements for many years. Last year, 
amounted to about $13 a share 
inst dividends of $10 a share. About 
a share is earned through investment 
‘ther railroad properties, leaving only 
ut $6 a share to be earned from rail- 
traffic to make up the full $10 divi- 
d. There is no reason to doubt the 
npanys ability to earn such an amount 
| the $10 dividend appears safe. 


nings 


Union Pacific stock is selling at about 
7 where it returns a yield of about 
% which is exceptionally high for a 
urity of this calibre. The sold 
high as 154 last year and in years past 
; sold as high as 200 and over without 
ing a higher dividend than that now 
ng paid. From a purely investment 
iewpoint Union Pacific is wunder- 
priced in comparison with other securi- 
ties of equal merit and may be confi- 
dently held in expectation of higher 
ices. 


stock 


AMERICAN TELEPHONE & 
TELEGRAPH CoO. 
A Very Attractive Stock 


This company controls the Bell System 
of telephones, which owns or licenses over 
92% of the telephone stations of the coun- 
try. Because of its great earning power 
and conservative financial policies, it has 
accumulated large surpluses and reserves, 
amounting to more than 172 millions at 
the end of 1921, but more important than 
this are the huge additions to 
made out of earnings by 
amounting in the last 20 years 
over a billion and a half. 

Since a large part of the physical assets 
of the company is thus represented by re- 
invested earnings, on which no dividends 
need be paid, and another large part by 
bonds bearing interest at varying 
from 4 to 6%, it is evident that a return 
of little over 5% on the actual investment 
in property will be enough to assure the 
present 9% dividend 


stock 


property 
subsidiaries, 


alone to 


rates 


rate on the common 


Earnings on the common have been re- 
markably stable, varying between 1912 and 
1918 only from $9.38 to $9.97 a share. In 
1919, slightly over $10 a share was earned, 
in the following year the record of $11.72, 
and in 1921, during the worst of the busi- 
ness depression, $11.10 a share, indicating 
that the company does not lose much bus- 
iness as a result of poor general condi- 
tions. Based on the first nine months of 
1922, earnings for the just past 
should also be over $11 a share 


year 


The recent increases in capitalization 
by the floating of 115 millions of addi- 
tional common, and certain conversions 


of bond issues, are not expected to result 
in decreased earnings per share, as there 
is a considerable unfilled demand for new 
telephone installations. Considering all 
these factors, at 122 the stock seems 
to be very cheap, paying 9% and yield- 
ing 7.38%, a high figure considering 
the great safety of the current divi- 
dend and the more or less remote pos- 
sibility of further increases. 


ee . 


Industrial Stocks 


AMERICAN WOOLEN CO. 
Stock Reaches Investment Status 
This company bears about the same re- 

lation to the woolen industry as U. S 
Steel to steel, except that it 
trols a higher proportion of the total out 
put of the country, estimated at 75%. 
About three quarters of its output con- 
sists of worsteds and the rest woolens, so 
that it has profited considerably by the 
recent return to popular favor of worsted 
fabrics. The company was a poor earner 
before the war, being one of the “trusts” 
organized around 1899 with heavily wa- 
tered capital, but it used its war-time 
profits to such good advantage in consoli- 
dating its trade position and building up 
a strong capital that it kept on earning 
money making $6.44 per share in 1920, in 
spite of the poor conditions prevailing the 
latter part of the year, and increased this 
to $8.02 in the following year. Last year 
it is known to have more than covered its 


does 


con- 


dividend rate of $7 ashare onthe common 
\ large part of the company’s recent 
uccess has been due to the policy of keep 


ing plants fully occupied as much as pos 
sible, even lowering [ 
counting on the lower production c 
unit of output to maintain profits As a 
result it went through 1922 practically all 
the year round on a basis of 80% opera 
better. It was enabled to do this 
because of its policy of heavy tory 
depreciation in 1920, coupled with the sak 


prices if mecessary, 


sts per 


tions ofr 
nvel 


of 20 millions of stock for cash, which 
gave it enough money to buy in consider 
able stocks of wool at the low prices ol 
the end of 1920 and early in 1921. This 


has enabled it to the attractively 


low prices which gave it so much business 


quote 


during a season that was disastrous for 


other manufacturers. 
From the record of the company in 
weathering the 1920-21 stress, it would 
(Please turn to page 740) 
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American Can Company 





Do Earnings Justify Price? 


American’s Showing in 1922—Is the $5 Divi- 
dend the Last Word ?—Market Position of Stock 


HAT every 
W man knows is 

that the Amer- 
ican Can Company is 
largely dependent for 
success upon the 
packing of all kinds of 
war period, com- 





and 
During the 
panies such as American Can were able 
to take on war contracts and in that way 


canning 
edibles. 


increase revenues and enjoy substantial 
earnings. Such business, however, was 
not normal progress along the lines for 
which the company was primarily and 
fundamentally designed. After the war, 
the canning industry went through a pe- 
riod of deflation and depression, but 
American Can Company was able, in the 
1920 and 1921 years, to earn some sur- 
plus for the common stock and thus es- 
caped the drastic experiences which so 
many corporations were forced to un- 
dergo. In 1922, the canning business came 
back with a bound and the American Can 
Company enjoyed one of the best years 
in its history and, what is more impor- 
tant, was able to obtain this business from 
normal sources. Figures showing the in- 
crease in the production of canned fruits 
in 1922 for the whole country, are not 
readily available, but figures for Califor- 
nia production are more or less typical. 

For example; almost 15.5 million cases 
of canned fruits were packed in Califor- 
nia in 1922 against 8.5 million cases in 
1921 and 13.7 million cases in 1919, which 
was the previous high record. In late 
years, a large amount of research work 
has been carried on by canners and pack- 
ers in an endeavor to diminish to the van- 
ishing point public mistrust in the use 
of canned goods, and this work has borne 
results. Public confidence in canned goods 
is probably greater than it ever has been 
and there is a minimum of suspicion 
against the use of edibles so prepared. 
Obviously, this has worked for the stabi- 
lization of the food container industry. 

Measured on a percentage basis, the in- 
crease in the business of the American 
Can Company in 1922 was not sensational. 
Volume was perhaps 25 or 30% ahead of 
1921. At one time, it was anticipated that 
earnings would approximate $20 a share 
on the common stock, but it is currently 
figured that earnings were approximately 
$15 a share. In 1917, the company earned 
almost $22 a share, but this was due large- 
ly to war business, and in any event is 
the only year in which the surplus for 
common shares has exceeded that re- 
corded in 1922. 

The question of dividends on the com- 
mon stock had been discussed pro and con 
for a number of years, but not until No- 
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By JOHN MORROW 


a five dollar dividend 
directors decide 


vember, 1922, when 
rate was instituted, did 
to change stockholders’ hopes to realiza- 
tions. In the seven from 1915 to 
1921, total earnings on the common stock 
were about $60 a share and, as no divi- 
dends were paid during that time, asset 
position was substantially increased. 
Whereas, at the end of 1915, profit and 
loss surplus was six million dollars, it 
was 25 millions at the end of 1921, and 
in the same period, working capital had 
increased from 17 millions to 30 millions. 
There was no change in share capitaliza- 
tion, but funded debt was reduced from 
13 millions to 9.6 millions. Property ac- 
count had risen 10 millions. In other 
words, during these six years, there was 
a gradual upbuilding, an upbuilding ac- 
complished through the medium of sur- 
plus earnings. At the present time the 
common stock is selling in the neigh- 
borhood of $83 a share and it may be 
reckoned that since organization in 1901, 
American Can Company: from earnings, 
has added more than that amount per 
share to general assets. 


years 


Financial Position 


For the last few years, American Can 
has had to resort to temporary financing 
in order to provide funds for yearly pur- 
chase of tin-plate. This financing was 
accomplished through the medium of self- 
liquidating short-term bank loans. These 
loans were interpreted as meaning, by 
some, that financial resources were per- 
haps not as strong as might be, and fur- 
thermore indicated that a bar to the in- 
auguration of dividends on the common 
stock existed. It is currently reported 
that the company went into 1923 with 
over 35 million dollars working capital 
which tops, by over one million dollars, 
the previous high total for working capi- 
tal recorded as at the end of 1919, but 
at that time inventories were larger than 
normal. Of the present assumed working 
capital of 35 millions over 20 millions 
are said to be in cash and securities. At 
the end of 1921, cash and U. S. Govern- 
ment securities totaled 12.6 millions. Be- 
cause of the present strong current asset 
position, it is not expected that this year 
it will be necessary to resort to bank 
loans in order to finance tin-plate require- 
ments. This, in itself, is an important 
factor, showing as it does, that Ameri- 
can Can Company has reached the 
stage where, under favorable business 


conditions, it is self-financing for nor-’ 


mal requirements. 

It is perhaps too early to make any 
reasonable estimate of the business pros- 
pects for 1923, but on behalf of the com- 





pany, it was stated that in 1922 the use 
of containers regulated purchases on 1 
basis of consumption and did not attem 
to anticipate future requirements. It 
possible that they may have been guide| 
in this action, to some extent, by the le- 
lief that tin-plate prices might be reduce: 
and that therefore American Can’s sche: 
ule would be correspondingly cut. T! 
average of tin-plate prices from Ma 
1922, through the rest of the year he 
stationary and was under the average f{: 
the preceding five years. Predictions, 
the beginning of this year by observe 
of the steel industry, were that the dome 
tic consumption of tin-plate would | 
greater in 1923 than it was last year. | 
other words, at the present time, the: 
does not seem to be expectation of redu 
tion in tin-plate levels and, therefor 
price stabilization is promised, or at least 
users of containers may be more inclined 
to anticipate forward requirements. 
Naturally, American Can’s _ business 
volume is going to be determined by the 
duration of the general business recovery 
Supplementing this, however, is the fact 
that American Can is in a much stronger 
position than perhaps at any time since 
incorporation and better able to establish 
earnings at a level where a continued div 
dend policy on the common stock may | 
regarded as, at least, a probabibity. O 
course, when a company established i 
1901 did not inaugurate dividends upo 
the common stock until 1922, there will 
be some disposition to hold judgment in 
abeyance, but the policy which America: 
Can pursued, particularly in safeguard 
ing resources when earnings during th 
war period were unusally large, is a bi 
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on the might side of the ledger. 





Capitalization 


The funded debt of the American Can 
ompany consists of 9.65 millions 15-year 
ture 5s, due February 1, 1928. 
hese bonds are not secured by a mort- 
age, but the indenture provides that the 
ompany shall not mortgage any of its 
rop-rty or create additional funded debt 
» long as any bonds of this issue are out- 
tancing. The sinking fund provides that 
tve thousand dollars annually, principal 

t, shall be retired. While no offi- 
ial intimations have been given, it is 

ht, if feasible, that a larger amount 
ill ve retired than called for by the sink- 





le be 


ind and, in short, the maturity of 
vhole issue may be anticipated. 
tr financial position affords basis for 
‘lief. 
Shore capitalization totals 82.46 mil- 
ns divided equally between the 7% cu- 


wulative and common. Dividends were 
nstituted on the cumulative preferred in 


903, but through 1912 only 5% annual- 
y wos paid, making an accumulation of 
R% ach year. In 1917, the company 

1 off all accumulation against the 


referred stock and, as a matter of rec- 
rd, the regular 7%, not including pay- 
ents against accumulations, has been de- 
lared regularly since 1913. Of course, 
he growth in earning power has substan- 
ially enhanced the investment position of 
he senior shares. They sold as low as 
)3!; early in 1922 and are now maintain- 
ng a level around 113 where the income 
eturn is a trifle over 6%, somewhat more 
han can be obtained on the accepted 
ighest grade industrial preferred issues. 
The rise in the common stock in 1922 
vas one of the features of the market. 
In January last year, the shares sold as 
w as 32% and then steadily moved 
| until they registered a high of 88 
i February, this year. This is an advance 
out 175%, but an advance that was 
unded on a change in position which 
lemanded fundamental recognition. If a 
) dividend rate were all that was to be 
xpected on the common stock, then a 
level of between 80 and 85 would seem 
» be a reasonable one. Book value is be- 
tween $175 and $200 a share, which leaves 
nothing to be desired in that direction. 
If the earnings of 1922 are a criterion of 
vhat can be expected from the company 
years of normal business activity, then 
the common stock has further possibili- 
ties, and stockholders might expect 
greater benefits than those contained in 
a simple $5 dividend rate. This is set 
orth as a matter of possibility, as there 
o information of an official kind to 
ndicate that directors have in mind an 
ncrease in the dividend rate or the dec- 
laration of extra payments. The shares 
will follow the trend of the general 
market and, while the greater part of 
the advance probably has been accom- 
plished, there still exist speculative 
possibilities attractive enough when 
market weakness offers an opportuni- 
ty to purchase at some recessions from 
prevailing 1 vels. Certainly it seems 
established that the common is not in 
any danger of going back to anywhere 
near the old low prices. 
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Preferred Stocks Advance 


Some Large Gains in Special 
Issues—Rest of the List Firm 


N sympathy with the strong invest- 
I ment markets, preferred stocks, as a 

whole, maintained strength through- 
out the past two weeks. Several issues 
listed the accompanying table made 
conspicuous gains. Among them were: 
Cluett-Peabody, Loose-Wiles, Baldwin, 
Associated Drygoods, Cosden and Sears 
Roebuck and National Cloak & Suit. 
Incidentally, it may be remarked that 
comparison of prices of preferred stocks 
listed on the Preferred Stock Guide at 
the inception this department a few 
months ago and present prices will indi- 
cate that those who had bought these 
issues in the earlier period could have had 
very large profits. It is trusted that many 


on 


of 


of our readers took advantage of these 
recommendations. 

There are still a number of very attrac 
tive issues from a speculative investment 
viewpoint and among them may be enu- 
merated: Philadelphia Company pre- 
ferred, Baltimore & Ohio preferred, J 


Kayser Ist preferred, U. S. Industrial 
Alcohol preferred and U. S. Rubber Ist 
preferred. All of these issues are listed 


on the accompanying table. 

Money rates continue favorable for in 
vestment purposes and it is to be antici 
pated that under the influence of abundant 
investment funds and good industrial earn- 
ings many of the preferred issues will 
ultimately advance to higher levels. 
































PREFERRED STOCK GUIDE 
Sound Investments | 
Dividend 
Div. Rate Appx. Yel *Times 
INDUSTRIALS: ($ Per Share) Price ield Earned 
1. Cluett-Peabody 107 6.5 4.5 | 
2. bo Motors {ame 97 7.1 (y) 5.4 
3. A 1105 6.3 2.9 
4. oe WY tise ta). 110 6.3 3.5 
6. American C. 112! 6.2 2.2 
6. Baldwin ‘° 115! 6.0 5.4 
7. Endicott-Johnso: 114 6.1 (x) 4.0 
8. Standard Oil of N. J 1164 5.9 ‘9 
9. Allied Chem. & Dye 109', 6.4 (w) 4.5 
10. Standard Milling 95 6.3 4.6 
PUBLIC UTILITIES: 
1. North American Co............ 8 (c.) 46 6.5 (x) 5.0 
ey ED Wccccccccvcsec 8 (c.) 4254 7.0 5 
RAILROADS: 
1. Ches. & wy a aoe pfd.)..... 6.50 (c.) 102 6.3 (z) 6.6 
2. Baltimore & Ohio............. 4 (n. c.) 59 6.7 0 
3. Chi & N. W. (out. eee 7 (n. c.) 11675 5.9 6.3 
4. Colo. & Southern (Ist a 4 (n. c.) 58', 6.8 8.2 
6. Reading (Ist pfd)...........+.. 2 (n. c.) 54'4 3.6 13.7 
Middle-Grade Investments 
INDUSTRIALS: 
1. Got, Soom. 3 inc neneete + bt 10134 6.8 (v) 5.7 
2. Assoc. Brygoots (let cece 6 (c.) 85), 7.1 2.7 
._— on S ay oeecce 8 (c.) 101% 7.8 1.8 
4 Brown Shoe. ...........cseccue 7 (c.) 97'. 7.1 8.1 
5. ) on 1 i Este ccese 7 (c.) 100 34 6.9 2.5 
OC, BE SRAOND cccccccccccccces 7 (c.) 943, 7.4 8.2 
7. Beth. Seed (conv. pfd.)........ 8 (c.) 109 7.3 6.9 
8. Bush Terminal Bidg........... 7 ic} 98 7.1 1.1 
® U. 8. Ind. Alcohol............. 7 (c.) 98'5 7.1 8.9 
10. Natl Cloak & Suit............. 7 (c.) 104 6.7 3.0 
11, American Sugar Ref............ 7 (c.) 107 6.5 1.8 
12. Cosden & Co. (conv. pfd.)...... 7 (c.) 107 6.5 (x) 14.6 
18. Sears-Roebuck & Co. .......... 7 (c.) lll 6.3 15.7 
14. Cuban-American Sugar......... 7 (c.) 101 6.9 0 
eo = 
Pere Marquette (prior om)...» 5 (c.) 73% 6.8 3.3 
Hi Colo. & "Southern (2nd pfd.).... tg c.) 52'4 7.6 7.2 
S. Gia. BB. B& POR. cocccccccces 7 to 5 (c.) 92 7.6 2.2 
4 Pittsburgh & W. “Va peseceeocen 6 (c.) 92 6.5 2.0 
Semi-Speculative Investments 
“yo 
1. Famous Players-Lasky......... 8 (c.) 96 8.3 (w) 6.4 
2. Mack } aay ots Tae Oy hie ‘ 7 (c.) 94 7.4 1.8 
> Ww ae pfd.). 7 (c.) 65 8.2 6.6 
US Rubber (ise 5 bt0eesees + 101% 7.8 2.6 
. Fishes © Body of Ohio........... 8 (c.) 00's 8.0 aes 
6. Orpheum Circuit..........+... 8 (c.) 86 9.3 3.1 
(part. pfd.). 7 (c.) 97 7.2 (w) 2.6 
: Pure Ss (conv. pid.) habdhewiees 8 (c.) 99 8.0 6.0 
Hy Beare WIGS, ccccccccccccccceces 8 (c.) 115 6.9 7 | 
PUBLIC UTILITIES: | 
1. Market St. Rwy. (prior pfd.).. 6 (c.) 67 . 2.8 
_& Am Amer. Waterworks (ist pfd.).. rep 90 7.7 (w) 1.5 
48 for last f (<) Camas = for last f (w) A for las 
verage t five years. v) Average for last four years. w) Average for last 
two else Av for last three years. (y) Average for last four years. (2) Stock 
was oe represent number a times dividend would have been earned 
had stock been adie, 
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By C. D. KING 


Note: This article, highly interesting 
and valuable in itself, contains added sig- 
nificance, because of the intimate knowl- 
edge that the author has of the inside 
this industrial enter- 


workings of huge 


prise. 

FORECAST for any year is a 
A thankless task at best, and such 

prognostication for 1923, with mani- 
fold conflicting conditions and difficulties 
to surmount, must necessarily repay the 
prophet with hectic criticism for his 
temerity. 

In treating of U. S. Steel for the com- 
ing year, there are outstanding four 
salient features that will determine the 
measure of its prosperity, viz., labor, coal, 
transportation, and foreign conditions. 
Such disquieting influences as radical leg- 
islation, rising prices and other factors 
visible to either sight or imagination, will 
play their part in importance only as bus- 
iness will estimate them at true 
value. 


men 


The Labor Situation 


Last year, operating at a stage between 
70% and 80% capacity, the Corporation 
managed to maintain its highest rate of 
production in the face of the most serious 
labor shortage. When the coal situation 
was temporarily alleviated by an agree- 
ment, in order to meet the new labor 
shortage created by the opening of mines, 
a 20% increase in wages was declared by 
steel interests. This, for the time, held 
sufficient men at the mills to permit an 
increase in production from midsummer 
around 50% or better, to that of over 80% 
at the conclusion of the year. We may 
consider then that the average production 
of the Corporation was very close to 70% 
for the year, and this is in the face of 
a gradual decline in available labor sup- 
ply. 

At the present writing, the condition is 
becoming more acute, and only by the 
marvelous flexibility of its organization, 
is the big concern managing to keep its 
capacity to a high degree. It is obvious 
that the labor supply is hardly equal to 
the demand at the present time, and any 
increase in production must necessarily 
meet with a definitely declining labor sup- 
It is not difficult to find the so called 
vanishing point, for that had already 
transpired. In short, greater production 
cannot be expected than is shown this day, 
which is estimated between 80% and 85%, 
with possibility of higher production for 
short periods, due to excessive pressure 
and special conditions. 

Are there hopes for a new labor supply 
to tide over a year which promises so well 
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ply. 
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vu 
i 
«40 
at its inception? It is « 
granted that the policy of L 
the government in re- a 
=. 4 . ; “ 
stricting immigration on L 
on — e e he 4620 
a 3% basis has been the = 
greatest factor in this p 
present crisis. Even were 
this measure revoked, it 
could not possibly bear 10 


fruit until the latter part 
of the year, if then. La- 
bor contract in such an 
event by American _busi- 6) 
ness in Europe might 
solve this to some extent, | 
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but in no case do we see 
any source of labor, from 
which we could supply the needs of busi- 
ness in its expansion for this year. 

To be sure there is always one shot left 
in the gun as far as the Corporation is 
concerned, and that is their acknowledged 
ability to outbid others for labor. This, 
however, is at best but a temporary relief, 
soon discounted by others, leading to new 
causes for weakness in the undermining 
of sound business conditions by insidious 
rising costs for labor, fuel and finished 
products, higher costs, and the everlast- 
ing cycle of boom and depression. In 
summing up the labor situation, it is 
therefore obvious that production will be 
measured to a great extent by available 
labor, and though we can hold no fond 
hopes for a great increase in production, 
still the output should be maintained at 
the present figure or slightly better for 


the whole year, all other factors being 
equal. 


Coal Conditions 
In dealing with the influence of coal 
conditions on the steel business there is 
one vital factor to be considered besides 
the mere tonnage of coal on hand at 
plants for fuel and power purposes, and 
that is fuel costs. Both are to some de- 
gree dependent upon the decision reached 
by operators and miners in their annual 
burlesque. At present, we are facing signs 
of some progress in coal supply for re- 
stocking purposes, a matter depending 
practically on car supply. Healthy mani- 
festations of a recovery in coal are shown 
by the increased tonnage mined and shipped 
each week. There is untold advantage to 
the Corporation over most independent 
concerns in the matter of coal supply, 
being practically self supporting. There- 
fore as far as this company is concerned, 
they can be affected only by cessation of 
operation at their mines due to lack of 
labor, or strike. The matter resolves it- 
self down to this issue; will there be a 
strike this spring or an agreement? That 


matter has undoubtedly arrivec 
happy conclusion is evidenced 
recent reports, and there is every ri 
to feel that there will be no trouble 
this source. The lesson learned 
operators, miners, and public has be« 
costly one, but will bear fruits in a mut 
understanding of the necessity of « 
sidering the country and its industries 
well as their own immediate ends. Pull 
opinion, should all else fail, will determi: 
the question, and a year spent in suffering 
from actual want of coal, both in the f 
of domestic consumer and stagnation « 
industry with its wake of hardship, 
resolve itself into a formidable judge. 


the 
some 


If the past years have shown an 
thetic public on strike issues, it can be laid 
to the shortsighted reasoning which « 
siders such affairs as of no immediate im 
portance to itself. The fact that the pub 
lic was reached in the form of higher 
prices was something that few cared te 
consider, and if recognized, to be accepte: 
as the fate of American citizens in a tran- 
quil manner. When the government re- 
sorted to an income tax that touched prac 
tically all wage earners, many men realize 
for the first time that it was not abnorma 
for one to have an interest in public af 
fairs, since it touched his pocketbook di 
rectly, and when the coal strike caused 
critical shortage of fuel for consumers, at 
last the calloused hide of the public had 
been pierced, and a distinct, conscir 
realization of their part in industrial 
fairs was engendered. 

It is the pathetic case of indifference 
until the pocket has actually been touched 
and depleted by direct methods instead 
devious routes. We can rest assured that 
an aroused public is a dangerous matter 
for either miners or operators, and even 
though matters had not progressed fav: 
ably in their own channels, outside in- 
fluence in this guise will prove a poteut 
factor in arresting any unfavorable de- 
velopment. 
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United States Steel Corporation as seen from the Insidg © 


U. S. Steel and 1923 | * 


Four Important Factors Operating on the Busi- 
ness and Dividend Prospects of the Big Company 

















[he car situation in sofar as coal is con- 
ed shows rapid signs of improvement 
should continue so with accelerated 

speed owing to the seasonal demands of 

»e coal industries. Everything points to 

ire resumption of firm conditions in 
oal industry, limited only by both the 

sportation and labor problems, the 
ver being sound and the latter spotty. 


Traffic Facilities 


he tremendous orders now booked by 
roads for rails, cars, engines and other 
pment, presages a considerable im- 
vement in the carrying facilities for 


which will be reflected in the im- 
vement of all business and industry. 
critical shortage of the last few 


ths of 1922 has been somewhat ame- 
ted, and at present there is no reason 
interruption in this gradual improve- 
t. The extreme demands placed on 
during this chaotic period due to the 
and for immediate moving of accumu- 
lated stocks of coal, steel, machinery, and 
r products, have softened down con- 
rably, and what few peak loads remain 
the rails to face, will be encountered 
1 greater temerity because of their ag- 
ndized physical strength. To ask of 
rails the ability to carry on, when 
k, a greater load than normal is quite 
rent from the demand to take care of 
increased freight when strong. That 
the situation for 1923 for rails from a 
ical aspect, and though there are con- 
ms existing today as shopmen’s strike 
| labor shortage, the one will be solved 
ill obstacles are solved, and the other 
| prove to be a limiting factor at most. 
in all, the rails should prove to be in 
ter position than for many a year, and 
r part in the prosperity of steel busi- 
s will be exerted by a policy that guards 
inst killing the goose of the golden 
in the form of rates commensurate 
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manifestations in 
Europe, the sum and substance proves that 
we are dependent upon our own conditions 
for future business as regards a normal 
year, and if industry is based on a sane 
and healthy structure, it is assured of a 
steady, progressive Of a 
tainty, an increase in foreign orders would 
be welcomed by the Corporation, and 
would change the complexion of 
business from fair to very good, and per- 
haps excellent, depending on how far other 
conditions might limit production. Last 
year showed that but 6% of steel was ex- 
ported as was compared with normal 
years, and in this information 
there is that peculiar Balm in Gilead that 
export business for 1923 in steel products 
cannot be much worse, and if there occurs 
any change, it can only be for the better. 
Though the start of this year shows some 
betterment in various steel products ex 
ported, it is an open question whether such 


success. cer- 


steel 


source of 





STEELTOWN AT NIGHT 
The flares of the huge steel furnaces, overhung with a pall of smoke that blots 
out the stars at night, indicate the increasing activity of the industry 
for FEBRUARY 17, 1923 





The foreign 
concerned is 


progress will be sustained. 
situation far steel is 
very dubious, with bare chances of slight 


improvement in this regard. It would be 


as as 


nothing short of foolish to hide these 
clouds from ourselves, but at the same 
time overemphasis on the bad features is 


almost as injurious to business morale as 


an overabundance of optimism. Our hop 
are therefore rather dubious, and if we 
cannot expect a radical improvement in 


steel export, conservatism does not ne« 
preclude the 
growth over that of last year 


arily possibilities of a 


moderate 


Financial Position of U. S. Steel 


The strong cash and surplus position of 
the Corporation has led many people to 
believe that there will soon be a distribu 
tion of such moneys in the shape of cash 
extra dividends. Though the Corporation 
since its inception, shown a marvellous 
irom 


has, 
growth in productive ability som 
9,500,000 to 23,000,000 tons ingot 
capacity, and though the fixed charges and 


funded debt has actually been decreased, 


tons 


and even though the surplus has assumed 
it is hardly in l 


gigantic figures, accordance 


with their past policy to immediately cd 


clare extra dividends in the face of two 
bad years. 

Such a policy, even though one that 
would not affect its cash position, would 


of a certainty reflect considerably on busi- 
ness acumen of those that lead the desti 
nies of the big concern. It has been ob) 
the 
Corporation has always been of that typ 
that reflected credit upon itself as 
establishing a sounder basis for 
as a whole by the very strength of its own 
influence in industry. In short, no meas 
ure of this nature, an insidiously danger 
ous one, in the face of two lean years, can 
be expected now. 

A review of the prospects of the com 
pany for the year based on the four 
factors above named, will show us that 
prospects in earning power should be good. 
Should an 80% production be maintained 
for the year, and every reason points to 
such a condition or a slightly better one, 
the end of the year should show 

(Please turn to page 742) 


vious that every new move made by 
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as 
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Otis Elevator Company 





A Company Rich in Resources 


Earning Power of Otis Elevator — Financial 





Position—Market Outlook of the Common Stock 


TIS ELEVATOR, under Tue 

MAGAZINE OF WALL StrEET system 

of rating, is given a total of 28 out 
of a possible 30 points which is a very 
high rating for the stock of an industrial 
corporation. It is the dominant factor in 
its industry and has little to fear by way 
of increased competition. The demand 
for elevators is a more or less steady one 
and there is apparently no reason to antici- 
pate other than a continued growth in the 
volume of the company’s business in the 
future. As a matter of- fact, since the 
formation of Otis Elevator in 1898, it 
has never failed to show a profit in any 
twelve-months period and even during the 
periods of pre-war and post-war business 
depression, the business of the company 
was not adversely affected. 

Earnings have shown a steady growth, 
the improvement being particularly no- 
ticeable in the past five years. Volume of 
business is of course dependent to a large 
degree on the activity of the building in- 
dustry. In this connection, it should be 
noted that increased profits of elevator- 
manufacturing companies, due to greater 
building activity, are not reflected at the 
same time in which the activity occurs. 
In other words, the splendid showing 
made by the building industry in 1922 will 
be largely reflected in the 1923 report of 
such companies as Otis Elevator. 

Based on the report of earnings cover- 
ing the nine months ended September 30, 
1922, Otis Elevator, for the full year 1922, 
should show approximately $13 a share 
earned on the stock and for the reason 
just given, the year 1923 can be expected 
to make a still better showing. In fact, 
in the case of this company, there is a 
good basis for looking still further ahead. 
A careful survey of the building industry 
quite definitely establishes the fact that 
new construction for 1923 will not fall 
below that of 1922 to any appreciable de- 
gree which indicates a period of prosper- 
ity for Otis Elevator lasting through 1924. 

The policy of the management has been 
conservative in regard to dividend pay- 
ments and, as a result, a very strong finan- 
cial condition has been built up. Although 
in past years the company’s bank loans 


By FREDERICK LEWIS 


capital has since ¢rown so substantially 
that it is now able to conduct its business 
without borrowing. Balance sheet as of 
December 31, 1921, showed working capi- 
tal of 15 millions, ratio of current assets 
to current liabilities being approximately 
14 to 1. Government securities owned to- 
taled 4.3 millions. Since that period there 
has been further strengthening of finances 
and it can readily be seen, therefore, that 
the company has ample working capital 
to run its business and that the manage- 
ment would be entirely justified in pay- 
ing out a large part of surplus earnings 
in dividends to common stockholders. It 
lias gone through a long period of build- 
ing up its asset position and has now ar- 
rived at a point where this policy need 
not be followed to the same degree. 

It was not until 1920 that the company 
decided to give more consideration to the 
interests of common stockholders. In that 
year, the stock was placed on an 8% basis 
and in January, 1921, a 50% stock divi- 
dend was paid. The 8% dividend has 
been maintained on the increased capi- 
talization. Just before the stock dividend 
was paid the stock was selling around 135 
so that at present levels of 145 it has al- 
ready made up the amount of the stock 
dividend and ten points in excess of that. 

In addition to an extensive plant sys- 
tem in this country, the company has built 
up a foreign representation of impressive 
proportions, including entire or majority 
stock interest in operating companies in 
Canada, England, France, Germany and 
elsewhere. Comparatively meagre results 
have been obtained from these sources 
during the period of the war but evi- 
dences are multiplying that the foreign 
companies are in line for enlarged mar- 
kets and should eventually prove a good 
source of earnings for the domestic com- 
pany. 

Capitalization consists of 6% millions 
6% non-cumulative preferred stock and 
14% millions common stock of a par 
value of $100. The company is entirely 
free of funded debt, the last of which 
was retired in 1920. Good will, patents, 
etc., are carried on the balance sheet at 
$1. As of December 31, 1921, book value 








reached sizeable proportions, working of the common stock, after allowing for 
HOW OTIS ELEVATOR IS RATED 

Rating 
Element Qualifications Rating No. 
CERNE wicccvcaccceets Important industry...........5.0eeeeeeee Maat. <ccccccss 4 
CB) Past Meserd.....ccccccess No unprofitable periods...............++ Excellent....... 5 
(3) Future Possibilities....... See GOOORP BD Dime ccccccecccscccccseds Excellent....... 5 
(4) Management ............ PNOUNEID o0n00dearsvcesescocecesosen Excellent....... 5 
(5) Financial Strength........ Large working capital...............004: Excellent....... 5 
(6) Earning Power........... EEE aceemreccesnecases o00cen ene cew ede checensen 4 
Maximum Number of Points, 30. 28 
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the preferred stock at par, was $124 a 
share. Of course, the good will and pat 
ents of the company could conservatively 
be valued at several millions of dollars 
and, in addition, the value of the plants 
and equipment have been written dow 
to a decidedly low figure. 

There have been rumors from time t 
time that the company would make 
change in its capital structure and split 
up the present $100 par value stock int 
new shares of $25 par value. This re- 
port, however, has recently been denied 
by the management. Profits and loss sur- 
plus is now in the neighborhood of 3 mil- 
lions, so that a small stock dividend could 
be declared, although this is not looked 
for in the immediate future. 

The 6% preferred stock is very high- 
grade as there is no funded debt ahead 
and net liquid assets of the company alone 
are equal to $200 a share. At present 
levels of 103, however, the stock only 
yields 5.82% and, while a good invest- 
ment, does not offer material possibilities 
for appreciation in value. 

At present prices of 145, the common 
stock only yields 5%4% and has already 
discounted a higher dividend rate. The 
stock is 60 points above the low price 
reached in 1921 and, while the outlook for 
the company is very favorable, it would 
appear that the major portion of the ad- 
vance to which the stock is entitled, on 
the improvement to date in the company’s 
affairs, has already taken place. It is a 
very strong company, however, with 
a definitely assured future and the 
stock even at present levels is not un- 
attractive from a long-pull viewpoint. 
THE MAGAZINE OF WALL STREFT 
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Worthington Pump & Machinery Corp. 








War Bride, or Sound 
Farner? 


Status of Worthington’s Earnings and 
Prospects for the Three Classes of Stock 


By H. FRANKLIN 


PHNO say that 1922 was a year of indus- 
trial recovery is a true characteri- 
zation of that twelve months, and 

vei, in some respects it is a generalization 

ail subject to special qualification. Prac- 
tically every industrial corporation, if it 

did not succeed in restoring earnings, at 

least succeeded in improving financial po 

m to a point where the question of in- 
ventories and bank loans was no longer 

a factor. One of the relatively well 

known industrial corporations which 

nd 1922 a year of improving financial 


position, but not a year of rapidly im- 
proving earnings, was the Worthington 
Pump & Machinery Corporation. The 
fact that this company did not show par- 
ticularly substantial earnings in 1922 is 


t stated in the way of criticism, because 
ircumstances prevailed which dictated 
he volume of business, beyond mana 

rial power to regulate. 

One of the principal sources of reve- 
wes of Worthington Pump is the manu 
icture of ship’s pumps and marine en- 
ies. Practically everyone who follows 

business situation even casually knows 
it the shipping industry was hard hit 

1922 and has not yet begun to show 

ns of definite recovery. 

Worthington is the successor to the old 
ternational Steam Pump Company, the 
esent corporation emerging from a re 
ganization in April, 1916. The period 
is highly propitious and Worthington 
on became one of the companies which 
und war business much to its liking. 





ET 


























Making 


of income 


1923 


r FEBRUARY 17, 


marine pumps—one of Worthington’s main sources 
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In the four years from 
1916 to 1919, inclusive, to- 25 | 
tal earnings upon the com- 
mon stock exceeded $83 WORTHINGTON PUMP 
a share but during that @ Pr'D \ @ PFDs OW COMMON | 
time no dividend disburse- 
ments were made on the - (0 196 ‘IT 18 9 20 vi, 22 23 | 
junior shares, so that an | a = — a ae saciid 
excellent surplus was ac- 
cumulated. While the absence of divi the general reserve fund remained un 
dends during this period of unusual changed, the profit and loss surplus had 
prosperity may have been at that time dis- dropped to 2.5 millions 
appointing to shareholders, the conserva This is really not a particularly unfa 
tion of resources has stood the company  vorable feature, when the rough treat 
in good stead during the post-war period ment suffered profit and loss surpluses 
of depression and during the long wait of many of the industrial corporations is 
for the restoration of earning power. considered According to the statement 
’ aan of current liabilities, it was not necessary 
Current Position or the company, at any time, to resort 
In the first half of 1922, earnings wer« to bank loans and even at the end of 1921, 
in moderate volume and a small operating current assets of almost 2] millions wer: 
profit was shown. After the payment of in the ratio of about ; to 1, cash, on 
preferred dividends which require about its equivalent included in current assets, 
500 thousand dollars for a six months px exceeded the total of current liabilities 
riod, a substantial deficit was incurred \t the end of 1922, current liabilities 
After the turn of the half year, busines were far less than half the cash on hand 
began to improve and by December thi which totaled about six million dollar 
improvement had reached a point wher Summarizing, it may be said that 
it was decided. In fact, it was reported Worthington Pump is one of the « 
that late in 1922, net earnings were at a panies which managed, through the busi- 
rate which not only took care of pré ness depression, to keep financial positior 
ferred dividends, but which showed some _ relatively strong and to maintain a trea 
balance for the common stock. In view sury condition adequate for all purposes 
of the fact, however, that there was a On the other hand, earnings in 1922 did 
deficit of perhaps 500 thousand dollars for not compare favorably with the earnings 
the first half of the year, it will be quit of many of the other industrial corpora 
satisfactory if this deficit was made up tions, but this somewhat disappointing 
during the second fact is doubtless largely due, as has been 
half of the year. indicated previously, to  circumst 
In 1921, there over which the company had small cont: 
was.a deficit o 
2.2 millions after Conclusions 
mventory write 
tuum of 14 wall Worthington has practically no funded 
lions. A word debt, capitalization consisting ol three 
here in connection ‘lasses of stock—two preferred and on 
Ww ith the com common The pre ferred shares ar cdi 
pany’s profit and vided into Class “A” 7% cumulative and 
loss surplus. As Class “B” 6% cumulative, but Class “A 
of December 3]. has no preterence over Class “B” except 
1916, profit and ® to the dividend rat ; Regular divi 
loss surplus was dends upon the Class “A have been paid 
$670,000. At the Smee the organization of the pre sent com 
end of 1920, this Pay ™ 1916 and upon the Class “B” since 
had increased to 1917. These dividends were earned with 
46 millions. Dur- >! margins to spare from 1916 through 
ing the same time, 1920. The deficit in 1921 was overcome 
a general reserve the application of accumulated surplu 
o millions had \t present both cla v (ehaet te 
been set up At ks ma ht ' mn 
the end rt 1921, (lea wn to pag 429) 
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Brown Shoe Company, Inc. 








Brown Shoe’s Dividend Prospects 


Improvement in Financial Position of Company— 
Rate of Earnings and Market Position of Securities 


ROWN SHOE CO., INC., is one of 
the fortunate industrial corporations 
which through an efficient organiza- 

tion has been able to retain the greater 

part of the increased business which came 
to it as a result of the war and inflation 
periods. When the demand for shoes was 
heavy, the company enlarged its selling 
territory, and wherever its product was 
once introduced a demand has continued. 
Before 1916, net sales ranged from 10 
to 15 millions whereas they are now close 
to 30 millions, and even in the period of 

depression in 1921 did not fall below 22 

millions. This indicates that the company 

has a good product and a splendid selling 
organization. Brown shoes can now be 
purchased in nearly every town in the 


United States. The company’s plants are 
located in St. Louis and in nearby Mis- 
souri and Illinois towns. Altogether, the 


company owns and operates 13 plants for 
the manufacture of shoes and leases a 
large plant for the manufacture of paper 


boxes. Including its two distributing 
houses, it has a combined floor space of 
about 30 acres, with a capacity of pro- 


ducing 35,000 pairs of shoes per day. 
As can be seen from the accompanying 
graph, Brown Shoe has shown a con- 
sistent earning power over the past ten 
years with the single exception of 1921 
when a deficit was reported. As a matter 
of fact, the company had a good operating 
profit in that year, the deficit being due 


By FRED L. KURR 


millions. 
1922 


“~~, 


which totaled over 1% In the 
fiscal year ended Oct. 31, the com- 
pany came back in a very convincing man- 
ner, surplus, after payment of preferred 
dividends, being equal to nearly $11 a 
share on the common stock. As nothing 
was paid on the common, $922,824 was 
put back into the property and as a result 
the company’s financial condition has been 
strengthened and its plants and equipment 
are in the best condition in its history. 


Finances 


Bank loans at the close of the year 
were 314 millions which is not large in 
view of the volume of business the com- 
pany has been handling. They are, how- 


ever, considerably under the average of 
the past five years. The ratio of current 
assets to current liabilities is approxi- 


mately two and one-half to one. 

Working capital of 8.3 millions is large 
when it is considered that total capitaliza- 
tion is only 13.6 millions, consisting of 
5.2 millions 7% cumulative preferred 
stock and 8.4 millions common. 

As of Oct. 31, 1922, book value of the 
company’s common stock was $65.80 a 
share which is after deducting trade name, 
good will, patent rights, etc., carried on 
the books at nearly 5 millions, outstand- 
ing preferred stock at par, and all liabili- 
ties. The actual asset value of the com- 
mon is undoubtedly considerably in excess 
of this figure as the company carries “" 
n 











to charges for inventory depreciation account at a very conservative figure. 
BROWN SHOE CoO., I 
Financial Position 
CURRENT ASSETS 
1919 1920 1921 1922 
Liberty Bonds $258,860 o< 
Inventory 10,844,696 $8,096,157 $5,023,206 $5,838,258 
Receivables 7,109,971 8,913,536 6,858,491 7,566,217 
et atdens 303,064 861,011 636,293 619,760 
Total . $18,516,591 $17,870,704 $12,517,990 $14,024,235 
CURRENT LIABILITIES 
Accounts payable $1,981,626 $1,343,682 $1,436,906 $1,490,010 
Accrued accounts 33,363 31,719 24,500 28,000 
Notes payable 5,800,000 7,330,000 2,900,000 3,500,000 
Tax reserves. ... 2, 825, 000 650,000 610,000 710,000 000 
Total. ; $10, 139, 989 $9,355,401 $4,971,406 $5,72 728,010 010 
NET WORKI NG CA PITAL $8,376,602 $8,515,303 $7,546,584 $8,296,225 
HOW BROWN SHOE CO. IS RATED 
- Rating 
Element Qualifications Rating No. 
(1) Character ......... . .Essential industry. ..Excellent...... 5 
(8) Past Record. ........c.0¢ Consistent earner. .. i cndduns 4 
(3) Future Possibilities. ...... Business growing in acaxrtsnce 
(4) Management ............ Progressive . -Good. 4 
(5) Financial Strength. .......Substantial working ‘capital Good jase 
(6) Earning Power ; . Increasing .Good 4 
Maximum Number ef Points, 30 25 
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1912 when the company was incorporate: 
plant account was carried at 1% millions 
and it now stands at 1.4 millions in spit 
of the fact that during this period four 
new factories, numerous additions 
and betterments, together with necessar) 
machinery, lasts and equipment have be« 
added, enabling the company to more thi 
double its output. Lasts, dies and patterns 
have been reduced by gradual amortiz 
tion to $1 and prepaid interest, insuranc 
etc., are carried at $1. It can be seen, 
therefore, that present market price « 
the stock of around 60 is well within tl 
value of the net assets, making no allow 
ance for good will which in this compan 
is undoubtedly justified in valuing 
several millions. 


shoe 


Profits 


Of the $1,289,799 net profits shown i 
the year ended Oct. 31, 1922, $255,225 re 
sulted from the first six months operatio: 
and $1,134,574 from the last six month 
This indicates that the company’s ear 
ings are on the upgrade. Operations 
the present time are on a satisfactory basi 
and the outlook is that 1923 earnings wil 
make a better showing than last years. 

The 7% cumulative preferred stock ha 
paid dividends without interruption sinc 
the organization of the company at th 
rate of 7%. Upon liquidation, merger oi 
consolidation of the company it is entitled 
to receive $120 a share before the com 
mon stock can receive anything and is re 


deemable at that figure. In view of tlhe 
fact that there are no bonds ahead an 
(Please turn to page 739) 
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Building Your Future Incomes 


Jor the man with his 
: first five hundred dollars — 
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he is old. 





to re-invest principal and interest at 6% 


are also willing to become conspicuous. 


True Talk 


O BE BORN wealthy reflects no credit upon the individual. 
or middling circumstances to Financial Independence is the mark of a Man. 
t«* “Whoever invented interest was a very clever fellow,” 


’ In fact, we cannot afford to follow any investment plan and become wealthy, 


iene The Doctor’s Dilemma 
seen, Or: How I Prescribed 


- < 
1 tl 
low 
pan 
[AD the satisfaction, recently, of be- 
ng called in to prescribe for—a 
loctor ! 
wasn't sick. On the contrary, at 
T nergetic age of 35, he was an ex- 
ngly healthy and robust specimen. 
tins ier was there any illness, or prospect 
th: Iness, his family. His wife, age 
os y; his little daughter, age six; and 
little son of eighteen months—they 
asi all as well and strong as he was. 
wil —the doctor called me in to pre- 
e something very different from ton- 
h x pills (although some of the pre- 
“cg tions I deal in have been known to 
= is a better tonic than any other you 
th | buy!) He called me in to prescribe 
™ ection. Protection for his family of 
led idents, in case any misfortune oc- 
7” ed to him; protection for himself and 
oy wife, in case he lives—as he probably 
the past the age of earning power. In 
arnt t, he was in search of an Insurance 
gram that would supply this protec- 
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for a Doctor of Medicine 
By A. MANTON CHACE 


tion, one that would cover all important 
contingencies, and one which he could 
afford to live up to. That was the sort 
of prescription the doctor wanted from 
me. 

As soon as I had “taken the case,” I 
explained to my “patient” that he would 
have first to supply me with all the inti- 
mate details of his financial life. I made 
it clear that this knowledge was 
lutely necessary, just as knowledge of 
symptoms would be necessary if he were 
to undertake to prescribe in a case of 
bodily illness for somebody else. 

The doctor saw the point and readily 
supplied the information. And, as his 
story unfolded, I realized that it was a 
most interesting case. In fact, it was so 
interesting that, at my first opportunity, 
I determined to re-tell it to the readers 
f THe Macazine or WALL Street, 
vinced that they would desire to hear all 
about it, while not a few of them might 
hind the prescription that finally 


abso- 


con 


was 


But to rise from poor 


remarked a famous 


financier. * A still cleverer fellow would be the one who could arouse interest 
in interest in the general public. ™ We see the banks, which 
with interest, grow wealthier and more powerful, year by year. 


“content” themselves 


And yet, like the 


mice that ignore crumbs within easy reach and return to the trap in which. they 

have seen their comrades caught, we turn up our noses at the sure way to improve our for- 
tunes and choose the quicker way. *” To start at age 30; to invest twelve hundred a year; 
so that you benefit from semi-annual compounding: 
That will give you a capital of over thirty thousand dollars by the time you are forty-five. 
And the forty-five-year-old man with thirty thousand dollars is—one man in a hundred. 


unless we 


°* Nothing is much rarer than the man who lives 
within his income while he is young; unless it be the man who has an income to live on when 


drawn up one that they, too, could apply 
with benefit. 

In what follows, 

The doctor’s income in 
previous year, had been $10,534. 
in this income had been $7,954 
from his practice and $300 from invest- 
ments in securities. 

Shortly before I became interested in 
his case, he had been forced to buy the 
building in which his was situated 
to permit him to maintain his location 
This cost him $18,000. Of that 
$9,000 had been placed on Ist mortgage 
at 6%, and required an annual amortiza 
tion charge of $450. 

The doctor had then rented out 
space in this office building not 
by him, undertaking to provide his ten 
ants with heat and janitor service. The 
rentals yielded him a total gross income 


I give the facts 

1921, the last 
Included 
obtained 


othee 


sum, 


all th 


occupied 


of $2,280, against which he had the fol- 
lowing charges: 
Taxes 8 — , $391 
Mortgage Reduction............ 450 
Se: eee ie 495 
Maintenance and Re - s 300 
Interest on Mortgage , $0) 
Insurance rr 18 
Miscellaneous ..... ‘ () 
i 14 























Ifis life insurance investments at the 
time consisted of: $2,000 20 Payment 
Life, Phoenix Mutual, Premium $60.00; 
$2,000 20 Payment Life, Equitable, Pre- 
mium $56.50; $6,000 Straight Life, Equi- 
table, Premium $188.40; $10,000 Endow- 
ment, U. S. Gov't., Premium $261.60; the 
total value of these policies being $20,000 
and total premiums $566.50. 

That was his position. Now to explain 
how we analyzed that position, and the 
surance! program we finally drew up 


The General Policy 


who have read previous stat 
ments of mine in these pages are familiar 
with the general policy I pursue. They 
know that, in attempting to work up an 
imsurance program, I make it a practice, 
first, to determine the various types of 
suited to the and, 
second, to determine the face amount ol 
such policies which the client, with his 
particular income, can reasonably expect 
Then, I total up the cost of 
such insurance, and deduct that cost plus 
the amount of money it seems wise for 
What 
is left over I try to budget out for him, 
apportioni.g more or less set proportions 
to rent, food, clothing, cte. In other 
words, where it is sometimes the poli y 
to total up running expenses, exclusive of 
insurance and savings, deduct them from 
total income, and then utilize what is left 
over for insurance and savings, I go the 
other way ‘round. The first deduction 
1 make is insurance and and 
what is left over I apportion to running 
expenses. 

According to this plan, then, I studied 
over the insurance policies the doctor al- 
ready held, to see how--if at all--they 
could be improved upon, or amplified. 
Obviously, there is not space enough here 
to go into all details of our analysis and 
recommendations, so I shall have to, com- 
press them into as few lines as possible. 
Hiere they are: 


as hose 


policies best case; 


to carry. 


lum to save Jrom his gross income. 


savings, 


Protecting His Wife 


I pointed out to the doctor that, in 
event of his death, his widow’s first need 
would be an immediate supply of cash 
with which to meet such expenses as 
might be incident to his last illness. And 
my first recommendation, therefore, was 
that he set apart his $2,000 Equitable pol 
icy for this special purpose, labeling it 
his “Cash Clean-Up Policy.” 

The next need to be anticipated in the 
event of his death, we reasoned, would be 
a cash sum of sufficient proportions to 
permit a considerable reduction in the 
mortgage on his office building “The 
margin between your income from that 
investment” | argued “and its carrying 
charges is very small. The mortgage in 
its present size, therefore, would become 
a constant menace to your widow. But 
if you provided for a reduction in the 
mortgage in case of your death, the mev- 


ace would disappear altogether, and in 
place of it your widow would have an 
assured source of imeome Suppese wa 
arranged for such a reduction as would 
brug the carrying charge down te 
around, say, $1,500: In that event, what 
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with the additional rental w be obtained 
irom letting out the olflices you now oc 
cupy, she might secure an income of up- 
wards of $100 a month.” ‘This seemed 
like good logic, so it was decided that a 
cash sum should be provided for the pur 
pose. 

Obviously, our third obligation was to 
devise some way of providing additional 
protection for his wife, to supplement th 
$100 a month described above and assu 
mg her ability to maintain a comfortable 


home. In this connection, his U. S. Gov 
ernment policy would play a part: It 
would pay his widow $57.50 a month for 
20 years. But that, of course, was still 


too little. It was necessary to secure con 
siderably more income for her if she was 
to be able to live in decent comfort. 
Toward this end, we adopted the fol 
lowing course: The doctor purchased an 
$8,000 20 Payment Life policy (using his 
income from investments to pay the pre 
mium) limiting his wife to Option No. 3 
(Like 
assured ol 


By this means she was 
an additional $30.67 a month 
for life, plus excess interest if his death 
should occur within the year, (he 
assured her increasing with her 

at the time of his death. 
labeled “Wife's 


his wile was led to use 


Income ). 


amount 
own age 
This policy was 
Policy.” Then 


some $270 a year 


Income 


which she received from in 
her by her father to 
purchase a similar policy on her husband's 
life for $7,000. 
be written on 


ot her own 
vestinents given 
This latter policy was to 
the Absolute Ownership 
orm, whereby the title would vest solely 
her husband the 
transaction solely as the person on whose 
life the had written 
Through this policy, she was assured ol 
a further of $26.84, plus 


in herself, appearing in 


msurance been 


monthly income 
interest 


CXCESS 


An Added Reason 


There was an added reason for recom 
mending this latter policy, by the way 
That reason was the desirability of pro- 
viding for inheritance taxes on the hus- 
band’s estate. Just why the \bsolute 
Ownership form was prescribed for this 
purpose may appear from the following: 


\s the doctor advances m life, we rea- 
soned, his capital accumlations (savings, 
investments, etc.) will probably increase. 
With this growth of his his 
tate’s liability, under the inheritance tax 
laws, will also increase. Now, he might, 
personally, take out additional 
to cover this inheritance tax liability him 
self; but, by so doing, he would be bring- 
ing his own insurance holdings that much 
nearer to the $40,000 mark, up to which 
mark Life Insurance is legally exempted 
from taxation. The more logical thing to 
do would he to have his wife take out an 


estate, es- 


Instirance 


i 


\bsolute Ownership policy, on his life | 
in her name. For by that means 
sullicient to cover the taxes wou! 
be immediately forthcoming upon | 
death; but, as the sum would represent 








own 





sum 








policy which never had been part of | 
estate and never could be considered 
having been transferred to her, it wouj 


go to swell the total value of h 
nor, which is more to the point, t 
amount necessarily paid out under tl 


root 
tate 


heritance tax laws 


Taking Care of His Childre: 


With so much done, we felt we 
provided properly for the doctor's 
Our next duty was to assure his chil 
education. ‘We realized that this wa 
duty because, while the incony 
had provided in the manner shown {¢ 
would be suflicient to enabk 
to bring up her children in decent 
fort, it would not be enough to pm 
sending them through college. 

lo this end, then, I 
he label his Phoenix-Mutual policy 
College Fund,” and set it apart for 
purpose. And | further recomm: 
that he purchase a similar policy fo 
daughter. 


next 


widow 


recommended 


As for Himself 


These were the provisions the d 
was led to make for his wife’s and 
dren's welfare in the event of his d 
Now let us turn to the brighter side 
sce what they will do for him if—as t 
who know him hope—-he goes on li 

If my doctor adheres, conscientic 
to his program, by the time he is 62 } 
of age, he will have built up, in the { 
of Life Insurance alone, and totally 


thrift or investment 
pursue, a very 
Financial Independence « 
though he do not utilize his 
for the purchase of 
even allow divick 
interest, he will hay 
very respectable income at the time w 


other 
may 


irom any 


gram he respect 
measure ol 
insu! 
dividends additi 
misurance, or 


to accumulate at 


those 


respectable incomes” are about the 1 
desirable things in the world to | 
From his 62nd birthday, his U.S. Gov 
ment policy will pay him $57.50 a m¢ 
for 20 years. His $6,000 Equitable poli 
will pay him $21 a month for life. |! 
new policy (described above) will 

him an additional $600 a month for 

And his wife will receive, from het 

solute Ownership policy, $52.50 a nv 


as long as she lives. 

And if he re-invests his insurance ¢ 
dends in more insurance--which a mai 
his calibre and foresight is mostly 1 

(lease turn to page 754) 


| 





know how to care for your own. 


they are unknown. 





insincere, the always needy,: never get ahead, and at the bank 
Even a small bank account makes an impress 


upon your character. ’"—Elbert Hubbard. 


"Before you are taken into partnership and given a chance to 
spend the funds of the firm, you must give evidence that you 


The worthless, the shiftless, the 
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The Road to Wealth 


A Little Story from Real Life 
By ROBERT W. SCHARF 


T took me 
carn, 


just 
and 
thousand 


twenty-one 
accumulate the 
dollars I could 
other words, | 


first 
truly 


save 
one 
own In 


1] my was 


enty-one years old before reaching the 
al of my youthful ambition, after years 
and in 


economy, sacrifice and struggle 


te of obstacles and discourage- 


many 


nt 


Stirring Days 


My earliest recollection takes me back 
the stirring days of the Civil Wat, when 
sound of martial music and the march 
thousands of soldiers 
I well remember the 
started with his regi 
that, how 


him; 


yw ot fired my 
oyish imagination 
father 


iront; 


iy when my 


ent for the alter 


ixiously we awaited tidings from 


nd how one day the sad news of the cap 


re of his entire regiment as prisoners © 


ar at the battle of Chancellorsville, 
rought sorrow and consternation to our 
ousehold. Soon after, he returned home, 


\iter a 


early age ol 


roken and shattered in health. 
mg illness he died at the 
0, leaving my mother almost penniles 
vith three young children to bring up and 
ducate 

I shall other 
toiled and struggled day and night in order 
hat her boys might be kept at school, for 
that we should at least 
have the benefit ot school 
ducation before starting out to make our 


never forget how my n 


he was determin 
a good common 


ay in the world. 

\fter my graduation, at 12 years of age, 
| started out to find work, my first job 
that of errand boy at $2 per week 
two vears of this employment, my 

laid to send 
business college, which I 
and s¢ 


cme 
\iter 
mother 
ne to a 
vas graduated with great honors, 
ured a position as bookkeeper at $400 per 


aside enough money 


irom 


annum. 
About this time my mother opened tha 
toy savings bank which contained all the 


pennies and odd change which had ac- 
cumulated during the first twelve years of 
my life and made a deposit of $10, “in 
trust” for me in a savings bank. This was 
the nucleus from which I built up a bank 
iccount and was the beginning of a regu- 
lar and systematic habit of saving which 


vas continued for years 


The Plan 


many 


Out of my salary I paid my mother $ 
weekly as my contribution to the general 
household A yearly $0 wa 
sufficient to supply my modest needs for 
clothing and the simple amusements which 
satisfy a boy of 15; 
$100 the first year. 
was gratified by an 


expenses 


so I was able to save 
The 


mecrease of 


econd year | 


salary to 


$500, and with the same expenditures, 1 
is able to add $200 to m hank account 
The tollowms ear came the frst great 


hange in my life, fo opportunity ol 


ering, I left home 
for FEBRUARY 1/7, 


ceept a better po 


1923 


years to 


tion with a manufacturing company in a 


country town, and my salary was fixed 


$800. This was my first real step forward 
and I determined to make even a larger 
addition to my bank account than in any 
previous year \ serious illne interfered 


with my plans for a while, and yet, after 
paying board, clothing and indulging m 
erately in amusements and 
$5.00 weekly 
another $200 to my bank account 

The next year my salary was raised to 
$900, and as my brother 
earners and paying their board at 
$300, besides contributing 


mother’s 


ending hom 


as before, I managed t add 


were now ware 


was able to save 
$200 to my support \s the sav 
ings banks were paying interest at the rat 
ol O%e per annum, compounded annually 
steadily and | 


ready accumulated over $800. I had mad 


my balance grew 


a resolution never to draw upon my 


rccount except mi case Oo icknes 


dire necessity. Thus at 19 years of age | 


was within $200 of my goal and it seemed 
t foregone conclusion that my task would 
lee accomplished lefore the close of an 


other veal 


An Unlooked For Calamity 


ut an entirely unlooked for calamity 

erwhelmed me and threatened to ship 
vreck n entire plan It was the year of 
Black Friday,” and the great panic of 
1873, when banks, msurance companic 
nd vreat financial institutions all over the 
country were closing their door Almost 
before I could realize it, the bank in which 
my precious savings were deposited had 
closed its doors and Government official 
had taken charge of it iffair It wa 
found to be hopelessly insolvent and or 


dered to go mito liquidati n Thu my 


entire avings were apparently wept 
iway! Discouraged and disheartened by 
this crushing blow, I neverthek pulled 
myself together, resolved to work hardet 
than ever to build up a new savings a 
count. During the next two years, con 


tinuing the same rigorous economy and 
as in the preceding four years, I 
succeeded in saving a clean $600. In the 


the broken bank had li l 


quidated 
ss and settled with its depositor 


yp ude nce 


meantime, 
its busine 
at 50 cents on the dollar, which realized 
$400. 
bank account 
coveted $1,000 


Adding this to my new 
litth 


me about 
made a more than the 

During all these years of my youth, 
while practicing economy and thrift, I 
managed to enjoy all the material com 
forts and pleasures to which any nor- 
mal and healthy boy is entitled, with- 
out indulging in those excesses which 


so often lead young men to ruin. 1! 
vould never poker or other 
imbling frequent the 


jom in any 
games, of aloons 
ind poolrooms which dissipated so large a 
hare of the earnings of many of my com- 
(I can recall but one who followed 
y example in trying to build up a bank 
weount). The self-re 


panion 


worth 
birthday, 


traint seemed 


vhile when, on my twenty-first 


vith great joy and satisfaction my mother 


turned over to me the money which she 


had held “in trust” for so many years, and 
1 was the proud and happy owner of $1,000 
my own name and right 


What My Savings Did for Me 


In all the years since, | have never cx 
perienced such happiness and enthusiasm 
is the acquisition of that first $1,000 
brought me And it became the cornet 
stone and foundation upon which I built 


and which finally led to financial indepen 
dl failed to make 
mother’s 


nce for me I never 


yme material contribution to my 
while she 


comfort and happ mm lived, for 


was she who inculcated in me those early 
habits of economy and thrift and thos« 
principl of righteous living which en 
abled me to avoid the pitfalls which were 


the undoing of so many of my associate 


\lthough near] 


ice she 


iorty year have passed 
eternal rest, the 
ther has evet 


and bene 


cle yvotion 


went to her 
unted m 
emained an inspiration, blessing 
ction lor ] 
love and 


nen my 


attribute to het 


luring those tender year 


acrihice ¢ 


character was being moulded 
vhatever little succes I 
life Verily, the 


fulfilled 


have achieved nm 


words of Scripture are 
in her case, for my two brother 
join me in declaring “Her children shall 
and call her blessed.” 

In conclusion, let me say, the door of 
opportunity was never so wide open to 
the young men of America as today 
In every field of human endeavor, 
whether professional, commercial or 
industrial, there is no limit to the op- 
portunities for young men of character 
and determination. If they will but 
apply and persist in those habits of 
economy, prudence and thrift which I 
have emphasized, it should be much 
easier for them to acquire that first 
thousand dollars than it was in my day. 
ud pitfalls which 
today are not to 


Also, the t mptations 


beset the young men ol 


be compared with those which existed im 
our great cities forty years ago With 
aloons on every corner, gambling resort 


running in full 


and houses of prostitution 


blast, it required a far greater measure ol 


resolution and — backbone to lead a 
iwhteou Crodl and sber lite then than 
Such 1s my tory, und 1 rt peru al will 

encourage but one young man to habits 

o} prudence and economy, I shall feel that 


it has not bees vritten m WA 


INANCIAL independence is not having all that you 


want. 
little more than you need. 


Financial independence consists in having a 


713 


























To Build or 





Not to Build 


A Problem in Personal Finance 


BY IF J Department, 
Tue MAGAZINE OF WALL STREET. 


Somerville, N. J., 
January 23, 1923. 


Gentlemen: Having noticed in your MAGAZINE OF WALL STREET several 
articles analyzing home building projects, 1 am taking the liberty of asking 
you for some advice on my own contemplated project. 


I am thirty-one years old, married and have one child. 


My life insur- 


ance policies total $11,000. I own a lot which I paid $1,100 for, and I have 


about $1,500 saved. 
save about $150. 


I am contemplating building a house on my lot for my own use. 


My salary is $370 a month, out of which I am able to 


Pre 


timinary estimates indicate that the house itself will cost about $9,400 and 


that an additional $500 will be required for grading, sidewalks, etc. 


This 


would make the total investment about $11,000. Do you think that I am in 
a position to handle this project financially? How would you suggest provid- 


ing for the money I must borrow? 
ment mortgage or a personal sinking 


above letter, directed to the 


HE 
I Home Building Department of Tue 


MAGAZINE OF WALL. Street, de- 
scribes a case having so many features of 
general interest we believe our readers 
would be interested in knowing how it 
was answered. The Department’s reply 
follows : 


B. & L. Plan Best 


In your letter of January 23rd, alter 
describing your financial position and the 
size of the home-vuilding project you are 
considering, you ask (1) Would we rec- 
ommend a monthly payment mortgage or 
a personal sinking fund in this particular 
case, and (2) Do we believe you are in a 
position to handle this project financially. 

Answering Question 1, we would call 
your attention to the article on page 619 
of our issue of February 3rd, which 
shows that the monthly payment mort- 
gage (or Building & Loan plan) is much 
more economical and efficient than any 
other mortgage plan yet devised. On this 


finding, we of course recommend that 
plan for your particular case. 
Analyzing the Charges 
Answering Question 2, we are a little 
doubtful whether it would be the wisely- 
conservative thing for you to do to em- 
bark on a home-building project of the 
dimensions shown. The reason for our 
doubts may anpear if we analyze the 


charges involved: 

Taking an optimistic view of the prob- 
able attitude of the B. & L. Association 
in your neighborhood, let us suppose that 
you will be able to secure 65% of the 
stated total value (both house and lot) of 
your project on Ist Mortgage. (This may 
be a broad assumption, as some Building 
& Loan Associations are unwilling to 
loan on the basis of present-day costs; 
while others are unwilling to include the 
value of the land in their mortgage loans. 
You will have to check up on these ques- 
tions in your locality, and adjust our 
assumption to conform with the facts.) 
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Would you recommend a monthly pay- 


F. E. 





fund in this particular case? 


In that event, your B. & L. mortgage 
would amount to 65% of $11,000, or a to- 
tal of $7,150. 

That would leave $2,750 for you to 
raise. Since you only have $1,500 free 
capital at present you would (apparently) 
have to put out nearly half that sum on 
2nd Mortgage. 

You would then have $7,150 on B. & L. 
Ist Mortgage and $1,375 on 2nd Mort- 
gage. This would bring the total cash 
required by the project down to $1,375, or 
just within your immediate resources. 

Now for your carrying charges: 


What Payments Would Be 


On the plan outlined, you would have 
to pay to the B. & L. Association (at the 
rate of $10 per: month per $1,000 bor- 
rowed) the sum of $66 monthly, or $792 
yearly. 

You would have to make regular pay- 
ments toward the amortization of your 
2nd Mortgage, probably at the rate of 
$275 yearly, until that mortgage had been 
extinguished, which would require five 
years. 

You would have to pay 6% on the year- 
to-year balance of your 2nd Mortgage, 
which would be $82.50 in the Ist year, and 
somewhat less in each succeeding year as 
amortization proceeded. A little figuring 
shows that your annual average interest 
payments on this account for the 5-year 
period would be $49.50. 

In addition to actual disbursements, it 
is considered sound business 
builders to charge against their projects 


for home - 


an annual 6% on the amount of capital 
sunk in the enterprise. This is called “In- 
terest Loss” and has been explained in 
previous issues of The Magazine. In your 
case, capital sunk would include $1,100 for 
your lot and $1,375 for your cash deposit, 
or a total of $2,475. An annual 6% of 
this sum would be $148.50. 

For taxes, insurance, etc., we can only 
estimate your costs. However, we believe 
they would not exceed the amounts shown 
in the following table, which becomes as 
complete an analysis as we are able to 
make of the total carrying charges likely 


to be involved in such a project as you 
are considering : 
First Five Years 
, Yearly 
Payments on a/c B & I oes $792.00 
6% on second mortgage. (Average a 
for five years) ELIE AE 40.00 
Amortization payments toward sec we 
ond mortgage ..... thuneesesed 275.00 
DERE GOED cavesccdsedseeneres 148.0) 
DT ei tantedtaedn seta eekeenen 150.00 
Insurance 30.00 
Water .ccccces 10.00 
Coal 140.00 
Repairs 40.00 
te rrrr err ee. $1,635.00 


Thus, it appears that the project you 
are considering, if conservatively financed, 
would cost you the equivalent of about 
$136 a month to carry, at least during the 
life of the 2ad Mortgage. 

This sum, to be sure, compares very 
favorably with the amount you are now 
able to save. And, if you are specially 
situated, or the beneficiary of special con- 
ditions likely to enable you to continue 
to show the monthly surplus over ex- 
penses that you are showing now, we 
would have no hesitation to recommend 
your acting. 

However, it hardly seems likely that, 
with a family to maintain, you could con- 
tinue to save such a large proportion of 
your income. In that event, we believe 
it would be unwise for you to embark on 
a project of the dimensions of this one, 
whose carrying charges would be the 
equivalent of nearly 37% of your salary. 


Best to “Play Safe.” 


Our suggestion would be that you post- 
pone operations until a little later; or else 
that you trim down the size of your un- 
dertaking. In other words, we believe in 
“playing safe.” 

An additional reason for hesitancy in 
this case lies in the fact that the antici- 
pated cost of your house is based on “pre- 
liminary estimates.” Generally, final costs 
are considerably higher than preliminary 
estimates ; and, if this proved true in your 
case, you would be committed to an even 
more burdensome undertaking. 








“After all, saving in the abstract is a perfunctory process as 
compared to purposeful saving, and what greater incentive for 
saving is there than for the purchase of a home, the ownership of 


which may change the very physical, mental and moral fiber of 


one’s own children."-—-HERBERT HOOVER. 
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What the Intending 


Are Municipal Bonds Good Investments? 


Buyer of Municipals 


Should Look for—The Trend in Municipals Today 


his is the fifteenth article of a se- 
mtended to aid Income Builders in 
ouscrvative but enterprising invest- 
of their surplus funds. Further 
les will appear in later issues.) 


UR “Staircase to Success” has seven 
) steps in it altogether of which the 
first three are: 
) The Savings Bank, 
) Government Securities, 
) a. Equipment Trust Bonds, 
b. Building & Loan Certificates 
c. Municipal Bonds 
| these steps have 
der shown in consecutive previous 
with the exception of municipal 
This last group it is time to anal- 
1OW. 


been analyzed in 


What Municipal Bonds Are 


inicipal bonds, as an investment mx 
rank very high—in most cases on 
r with Equipment Trusts. It hard- 
ems wise to rank them on a par with 
S. Government securities because, 
le there is only one Government, with 
tically limitless credit, there are in- 
erable states, municipalities, villages, 
and their individual credit ratings 
e from very good to poor. Munici- 
provide a satisfactory yield, consid- 
their and the fact that, 
use of their being exempt from taxa- 
, they are a favorite medium for men 
wealth does not alter in the least—in- 
it rather strengthens—their appeal 
mall investors. Such bonds, however, 
nearly always issued in high denomi 
ons—generally, $1,000 pieces, and al 
t never in less than $500 pieces—and 
that reason they are seldom “within 
reach” of the average small 
s pocketbook. Where their cost-price 
be paid, and certain preliminary re- 
ements to be immediately discussed 
satisfied, however, they compose, as 
lass, an ideal investment medium 
Municipal Bonds,” the term, is very 
ely used, at least according to the 
vailing usage of the word “municipal” 
the world outside of Wall Street 
ien we speak of a “municipality” in 
other connection, we almost always 
r to a city or a township; but when 
speak of “municipal bonds” our ref 
ice, according to Wall Street 
y be to bonds issued by any political 
division, whether a municipality, as 
know it, or not. Thus, before me as 
rite, there is a descriptive analysis just 
ied by one of the leading bond houses 
ich recommends, under the heading of 
lunicipal Bonds,” the funding securities 
states as well as cities—even of a Fed- 
1 Land Bank. 
rherefore, it may be said that financial 
ige permits applying the term “munici- 
1 bonds” to the broad field includ- 
State Bonds, City, Town, Vil- 
ze and District Bonds—all bonds, | 
short, issued under the authority 


safety; 


inves 


usage, 


of political subdivisions of the country 
the proceeds of whose sale are utilized in 
public works or for public purposes 


Things to Look For 


In attempting to judge the investment 
merits of a municipal bond, there are cer- 


tain fundamental pre-requisites to look 
for. Put differently, there are certain 
fundamental questions a potential inves- 


tor in these bonds should obtain satisfac 


answers to before effecting a com 
mitment in this class. These include: 

(1) The record of the “politicality,” 

or political subdivision, 

bonds in respect of previous 


tory 


issuing the 
obliga- 
tions 

(2) The relation 
“value” of the politicality, both real 
and assessed, with its population, its 
total indebtedness and its net indebt 
edness. 

(3) The offered yield of the bond 
under consideration by comparison 
with other issues in the same class 
The foregoing list of “pre-requisites” 

may make easy reading; but satisfactori- 
ly following it up is quite the opposite. 
In fact, so complex are the various fac- 
tors municipal valuations, both 
“real” legal debt limita- 
tions, deductions from total debts 
discounted in computing net 
debts, etc., that I believe it may be said 
with more than a grain of truth: 
Investors who have not made a spe- 
cial study of the field and who are not 
thoroughly familiar with its ramifica- 


between the 


atiecting 
and “assessed,” 


legal 


permissibly 
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tions should be careful to secure the 


advice of reputable municipal bond 
experts before attempting conclusions 
of their own. 


Some Typical Conclusions 


An example, near enough actual cas 
may be cited to show where thes¢ 
plications sometimes lead, and what sp 
cial knowledge the solution of the 
plications often requires. Let us take two 
hypothetical municipalities (cities, in this 
case) which, for purposes of identifica 
tion, we may call “A” and “B.” 


con 


com 


A’s population is 90,000. Its total debt 
is 6% millions of dollars. Its “actual 
value” (“actual value” is an _ estimat 


generally supplied by the bankers cor 
nected with a municipal undertaking) 
159 millions and tts valuation 
28 millions. . 

Now, were we to 
gation to a comparison between A’ 
ed debts and its assessed 
would arrive at a _ rather 
conclusion as to the investment qualities 
of its bonds. For, as the figures show, A 
has over 25% of its value out 
in the form of bonds—a very high fig 
ure according to generally accepted stand 
that 


assessed 


‘ 
HIVEeSst 


hor dl 
valuation, w« 


conhine our 


discouraging 


assessc d 


ards which 
the ratio be nearer 10% 

B, on the other hand, has a total popu 
lation of 50,000, a net debt of only $384, 
000, an actual value of $25,000,000 and an 


require, aS an avcrage, 


assessed value of $16,000,000. From thes« 
figures it is seen that B’s net debt is only 
about 2'%4% of its assessed value which, 


on the face of it, would seem to put B's 
bonds in a much better position than A's 

Looking up price sheets, we find, how 
ever, that instead of B's bonds selling on a 
lower than A’s the contrast is th 
other way ‘round. (At this point, it 
may be well to note that municipal 
bonds are never quoted on a “cost” 
basis, but always on a “yield” basis. 
Thus, when you seek a quotation on 
such a bond, you will be given some 
such figure as 3.75%, or 4.22%, rather 
than a figure of 104 or 110, the quota- 
tion referring to the return you will 
receive on your investment in event of 
your buying such a bond, not to the 
amount of money you will have to pay 
for it. This is a very confusing prac- 
tice to the newcomer, and one he will 
do well to accustom himself to. He 
must get into the habit of interpret- 
ing a decline in municipal bond quo- 
tations as reflecting a rise in their 
price, and, vice versa, a rise in their 
quotations as reflecting a decline in 
their price.) 

Getting back to A and B, we 
found that B’s are selling on a higher 
than As; in other 
consider B as good a 


basis 


have 


words, the ex- 


risk 


basis 
perts do not 


as A 
Why the Discrepancy? 


Then we embark on a rigid investiga 
tion; and, with the help of an expert, we 
find that this apparent discrepancy is 
actually very logical 
certain of those special considera 
tions which so oiten crop up in this 
held. (Please turn to next page) 


because ol 
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he explanation is this: A's real value 
is almost six times its assessed value. By 
all accurate standards, A’s assessed value 
is set at a figure very far below where it 
might be. Why? For the entertaining 
reason that, were A’s city fathers to jack 
up their assessed valuation to a point more 
nearly approximating realities, then they 


would automatically jack up the taxes 
they would have to pay the state. Just 
now, with their assessed value where it 


is, they only have to pay one-twelfth ol 
the State’s taxes; and, as a famous mer- 
chant has suggested, why pay more? 
Hence, in A’s case, the important fact 
will be: That, the relation between as- 
sessed value and bonded debt—very high 

should be ignored; but that the relation 
between real value and bonded debt—very 
small (actual values nearly twenty-five 
times the bonded debt)—should be con- 
sidered. And when it is considered, then 
one realizes why A’s bonds are so hard to 
buy. 

Bb, on the other hand, is the victim of 
even more special considerations. This 
municipality's net debt is only $384,000 
and, by comparison with the values in the 
town, would seem very low. But investi- 
gation shows that, in arriving at its net 
debt, B has resorted to the practice 
of charging off the debt incurred for 
water supply, and that the amount 
charged off to this account is some 
$2,186,000, or nearly 24% of the as- 
sessed valuation. It is considered legal 
enough to make such deductions, and the 
practice is common, but many things that 
are legal do not, when done, react any 
more favorably on a corporation’s credit 
position by reason of their legality. At 
any rate, municipal bond experts feel that 
B's deductions on account of water supply 
are out of all proportion, all things con- 
sidered; and so, when look at the 
quotation sheet, you find that B’s bonds 
are going begging at two points higher 
(yield basis, remember!) than A’s. 


you 


The Importance of Expert Counsel 
While the foregoing is expressed in as 
simple fashion as possible, it may still be 
found confusing. If it should be so found, 
a purpose of sorts would still have been 
served: Emphasis would thereby be laid 
on what we have said before, i. e., that 
expert counsel should be obtained before 
municipal bonds are bought. 

As a further emphasis of the intricacies 
involved in municipal financing, reference 
is suggested to the occurrence in a certain 
large metropolis about a year ago: An 
up-State political leader came to town for 
the purpose of proving to the citizens of 
the town that their municipality was being 
woefully mismanaged and that, in reality, 
its debts were out of all proportion to its 
valuation, although they did not appear so 
in the financial reckonings of the city ad- 
ministration. Echoes are resounding yet 
of the reception accorded this political 
leader by the comptroller of the city in 
question, who not only cleared the city's 
name in the matter but made the leader's 
“further enlightenment” painfully 
evident Cestainly, if men who 
tudied the field casually, can bn 

(Please turn to page 757) 
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Points for Income Builders 


Meaning of a Few of the Expressions 
Frequently Encountered in Railroad Finance 


7HEN a ship- 
W ment of goods 
is forwarded 
by freight car, a 
stipulated allowance is 
made with regard to 
the time to be con- 
sumed m loading and 
unloading the  ship- 
ment. If and when 
this time allowance is exceeded, a special 
penalty is imposed, assessed on a per diem 
basis according to the length of the delay. 
This charge is known as “demurrage” and 
a railroad’s total receipts from this source 
are grouped under the heading “de- 
murrage charges.” 





Maintenance of Way 


In the Operating Expenses of a rail 
road system is included an item called 
“Maintenance of Way” which covers the 
monies expended by the road toward re 
pairs on roadway, renewals of rails and 
ties, renewals and repairs of bridges, 
fences, road-crossings, wharves, etc. 


Maintenance of Equipment 


Maintenance of Equipment covers the 
amounts expended by a railroad toward 
renewals and repairs to rolling stock 
principally, but also to renewals on shop 
machinery, tools, etc. 


Rolling Stock 


\ railroad’s locomotives, cars, hand 
cars, snow-plows—all that part of its 
4 4 ” bd 
equipment which “rolls,” in  short—is 


known as its “rolling stock.” The passen- 
ger car you ride in, the baggage car in 
front of it and the locomotive that pulls 
the train are part of the “rolling stock.” 


Train Miles 
The movement of a train one mile its 
called the “train mile.” That is to say, 
“train mile” is a unit of measurement 
devised by railroad statisticians which 


covers the movement of a train one mile. 
The movement of all the trains operated 
by the system are the “train miles” of the 
system, representing the product of (1) 
trains operated by (2) miles of road 
covered. The “revenue per train mile” 
is the average amount of the earnings of 
the system per trains moved one mile. 
Thus, it is merely a proportion, devised 
to facilitate comparisons between 
road and another, or between year-to-year 
operations of the same road. 


Clover Leaf 


The Toledo, St. Louis & Western Rail- 
road runs through Indiana, Illinois and 
Ohio. Those who will examine the map 
and trace the contour of these locations 
may see a resemblance to a “clover leaf.” 
li they fail to see it, they will have to 
submit to tradition, which claims that it 


one 





is there and which is responsible for th 
nickname for the Toledo, St. L. 
Western. 


Freight Ton Miles 


The total number of tons of freight 
moved by a system multiplied by the tot 
distance covered by freight trains in th 
system, during a given period, is call 
the “freight ton miles.” This, again, 
a unit of measurement, designed to facil 
tate comparison 


Cotton Belt 


1 


This the more obvious of tl 
nicknames accorded raliroad propertic 
referring of course to the St. Louis Sout! 
western and derived 
geographical location of the 


is one of 


from tl 
system a! 


system 


the kind of business that contributes t 
its earning power. 
Big Four 


The Cleveland, Cincinnati, Chicago 
St. Louis, ‘controlled by the New York 
Central and having termini at the citi 
named. 


Some other railroad nicknames, or al 
breviations in common use, include: 
C. & O.—Chesapeake & Ohio 


Central—New York Central 


Atchison—Atchison, Topeka & Santa I 

“Katy”—Missouri, Kansas & Texas 

Nickle Plate—New York, Chicago & St 
Louis 


“Soup”—Southern Pacific 
Panhandle—Pittsburg, Cincinnati, Chi 
cago & St. Louis 

Alton—Chicago & Alton 

Burlington 


Chicago, Burlington & 


Quincy. 
Great Western—Chicago & Great 
Western. 
St. Paul—Chicago, Milwaukee & St 


Paul 


Northwestern—Chicago & Northwesteri 


Soo Line—Minneapolis, St. Paul & 
Sault Ste. Marie 
Jersey Central—Central R. R. of New 


Jersey 
Rock Island 


Pacific 


Chicago, Rock Island & 


Lackawanna—Delaware, Lackawanna & 


Western 
Pennsy—Pennsylvania R. R. 


Union—Union Pacific 


Southern—Southern Railway 
Louis & San 


Frisco—St Francisco 


Can any little bright boy m the elass 
trace on the map the territory covered by 
each of these roads 


THE MAGAZINE OF WALL STREET 














n= 





eig 
tot 

th 
alle: 


acil 


“tie 
ut! 
tl 
al 


hi 


® 


~ 





le 





Activities of the 


nvestors’ Vigilance Committee, Inc. 


Cooperating With the Chambers of Commerce, Busi- 
ness Organizations and “The Magazine of Wall Street” 


By RALPH W. BUDD, Manager I. V. C. 


} »chester, N. , Rochester, N. Y., 
Reports has a well organ- 
S»lendid Work ized and thorough 


ly functioning Lo 
Investors’ Protective Committee, 
ich is cooperating with the Investors’ 
ilance Committee, Inc., and which 
ws a wonderful record of work done 
money saved for the city of Roches- 
by keeping a close watch on all pro- 
tion schemes, investigating, and advis- 
citizens who are contemplating mak- 
investments. 
ver eight thousand persons have called 
the Investors’ Protective Committee 
ring the past year seeking information 
all kinds of promotions. The files of 
s Committee contain 387 new invest- 
nt schemes. Many of these reports are 
minating as the past record of the 
moter is often quite enough to prevent 
commitment in his new project. Other 
nts are carefully covered in these re- 
rts, such as the amount of capitaliza- 
n, large number of stockholders, and 
cessive cost of promotion, such as pay- 
large commissions to salesmen and 
th salaries to officers. 
It is difficult to determine the exact 
1ount that Rochester has been saved by 
Protective Committee during the past 
ir, but the Secretary of the Committee, 
Mrs. A. .N. Davis, considers that $2,000,- 
0 is a conservative estimate. In only 
few instances has it been possible to re- 
ver money once it has fallen into the 
nds of promoters. Usually their plans 
so well laid and their trail so well 
vered that recovery is hopeless. 
\ workingman recently called at the 
(Committee offices and, showing a stock 
rtificate, said: “I worked nights and 
indays to save the few hundred dollars 
hich I paid for this scrap of paper. I 
m glad there is now a place where we 
n come to learn the truth.” 
In several instances clever promoters 
ive landed in Rochester and quietly be- 
in their operations. In some cases they 
ive succeeded in cleaning up a few hun- 
ed dollars before the Protective Com- 
littee were notified of their presence; 
ien the public have been immediately 
arned, and the promoter has found his 
rogress blocked. 
Twently-five companies which attempt- 
1 to operate in Rochester during the last 
ear failed. Many others came and just 


aded away, leaving no record behind 
hem. Reports on these concerns by the 
‘ommittee were prophetic of calamity, 


nd events showed clearly the justification 
f the warnings that were given to those 
ipproached by the promoters. 

Within the last few days a woman 
called at the Committee office who has 
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HE plans of the INVESTORS 

VIGILANCE COMMITTEE, 
Inc., with samples of the forms 
used, will be sent upon request to 
any Chamber of Commerce or 
other business organization in the 
United States or Canada. 

It is the duty of every citizen of 
this country to secure the co- 
operation of his local business or- 
ganization with this Committee so 
that his own community may be 
made safe for investors from 
these “vultures who are parading 
like peacocks” in their midst. 

If the mail brings you, Mr. 
Reader or your friends, a speci- 
men of promotion literature, re- 
mail it to this Committee and help 
in the “Round-Up.” 











been laboring under adverse circumstan- 
ces to educate her son. He is about 
through with high school and is ambi- 
tious to take a course at the Massachu- 
setts Institute of Technology. The mother 
is working in a factory to give her son 
the training he desires. She has three or 
four Liberty Bonds and when she called 
to see the Committee she had just signed 
a contract with a ompany in which a com- 
mitment would mean immediate loss. She 
had not made any payment on the con- 
tract, and had passed a sleepless night 
fearing the promises made by the sales- 
man were not true. Words could not ex- 
press her gratitude when she was shown 
that she had escaped the loss of her bonds 
by waiting a few hours and making in- 
quiries of the Investors’ Protective Com- 
mittee before making the transfer of these 
securities for worthless stock. 

The sub-committee that has charge of 
the publicity of the Protective Committee 
has conducted a series of warnings which 
have been published in the house publi- 
cations of large industrial plants and or- 
ganizations. Plans are now being formu- 
lated to enlarge this part of the work dur- 
ing the coming year. 

Friday, April 28, was designated as 
“Investors’ Protective Day.” At that 
time 70,000 handbills were distributed 
through the factories, retail stores, and 
public schools urging investors to “IN- 
VESTIGATE BEFORE INVESTING,” 
and stressing the differences of an invest- 
ment, a speculation and a gamble. 


400 Millions Gone 


During the week of December 15, 1922, 
50,000 handbills were distributed warning 
those who had Liberty or War 
Saving Stamps about to mature to watch 


3onds 





out for the 
planning to get possession of their money 
The Treasury Department has 
issued a statement to the effect that $400, 
000,000 | Bonds were 


sharpers who were already 
recently 


worth of Liberty 
taken from the public by promotion pirates 
within a few months aiter the war. 
Mrs. Davis reports that the success of 
the work of Rochester's Local Committee 
is largely due to the splendid co-operation 
given by members of the Chamber of 
Commerce, lawyers, bankers, and manu- 
facturers who have valuable time 
and wise counsel in analysing the many 
propositions which have come before the 
committee. Excellent co-operation was 
also given by the Board of Education, the 
local press, and the Police Department 
With this help and the strong co-operation 
of the Investors’ Vigilance Committee 
Inc., Rochester has saved $2,000,000 for 


its citizens which has gone into legitimat 


given 


enterprise 

There are city officials and members of 
Chambers of Commerce who think that 
the public will not make use of the 


given a Local Vigilan.s Committee. If any 


service 


one has such a doubt it should be cleared 
away after reading this report on the 
work of Rochester. The very fact that 
8,000 people in a city of Rochesters’ siz 
have found the need of such a committee 
and have made use of it shows that the 
American Public want help and will take 
it whenever it is offcred 

A speaker of the Investors’ Vigilance 
Committee, Inc., recently gave an address 
in Rochester on the subject of fake pro 
motions. The hall in which he spoke was 
filled to the limit of its capacity, and many 
people were disappointed because they 
could not get in. These people were so 
eager to get information on investment 
matters that they kept the speaker on the 
platform for hours after he had delivered 
his address, asking him questions about the 
work, and about stocks in which they had 
invested or in which they were contem 
plating investing. So ardent were they 
that the chairman had great difficulty in 
bringing the meeting to a close, and many 
people waited till after the crowd had gone 
in the hope of getting further information 

This page has been donated by Tue 
MAGAZINE OF WALL Street for the ea 
press purpose of presenting regularly the 
work of the Investors’ Vigilance Commit 
tee, Inc., with whom we are cooperating in 
conjunction with the Chambers of Com 
merce and other Business Organizations 
of the Nation. 

The statements contained herein are not 
guaranteed but are based upon informa 
tion which we believe to be accurate and 
reliable. —Editor. 


717 














Public 





Utilities 





Some Remaining Bond Opportunities 


A List of Attractive Public Util- 
ity Bonds Returning 6% and More 


ETER more than a year’s almost 
A uninterrupted advance, the investor 
is finding it increasingly difficult to 
find means for investment of funds in 
high grade issues giving him a yield of 
6% or better. This applies not only to 
good industrial issues but also more so 
to bonds of public utility companies whose 
securities during the past year have made 
great strides toward regaining popularity. 
It should be remembered that prior to 
war-time inflation of operating costs, the 
bonds of public utility companies were a 
favorite medium for investment of funds 
by discriminating investors. Public utility 
bonds ranked high with those of the rail- 
roads at a time when bonds of the average 
industrial company were not so_ well 
thought of. It is becoming evident that 
they are once again taking the position 
in the investment market which they occu- 
pied in pre-\var times. 

The investor who purchased good bonds 
late in 1921 or early in 1922 and who has 
held on to them is indeed fortunate and, 
with a few exceptions, can show hand- 
some profits due to appreciation in market 
value in addition to having funds invested 
giving a high yield. Easier money condi- 
tions have naturally advanced prices to a 
point where the yields of eighteen months 
and ayear ago now seem ridiculously high 
While the bond market cannot be expected 
to continue its upward movement in- 
definitely with dirinishing yields, there is 
little doubt but that several years hence, 
or probably even less, the present yields 
offered by many seasoned high grade in- 
vestment bond issues will appeal very at- 
tractive indeed. 

Starting about the middle of 1921, we 
have witnessed a broad bond market 
which absorbed a record number of new 
Trading since then has generally 
heen at advancing prices though the last 
two months of 1922 gave indications that 


issues. 


-be favored by investors at 


By JAMES N. PAUL 


the market was beginning to get tired and 
that we might be in for a period of dull- 
ness due to absorption of the many new 
issues that were coming out in record 
number. Recessions came but they were 
only a fraction of the gains which had 
been registered. 

The beginning of this has 
signs of a renewal of confidence in the 
bonds. While the market cannot be ex- 
pected to continue to advance at the same 
pace as last year, it is indicated that there 
are still good opportunities in bonds. 

The quick advance of bond prices from 
the levels of early in 1921 was only to be 
expected as adjusting prices from the ab- 
normal conditions prevailing due to high 
money There is no_ indication, 
barring any great and prolonged de- 
pression, that the near future will see any 
such prices for bonds as were given fol- 
lowing the two years after the ending of 
the war. 

A feature of the bond market, recently, 
was the sale on the part of one of this 
country’s largest electric power companies 
of an issue of 5% long term bonds at a 
price which netted the company almost 
par and which went to the investor on a 
hasis which was giving a yield of a slight 
fraction above 5%. Two years ago this 
company would undoubtedly have had to 
do its financing on a 7% basis. 

The period of note issues of 7% and 8% 
made by many of our large public utili- 
ties in the three years following the end- 
ing of the World War is past. These 
issues are rapidly being eliminated through 
the callable privilege exercised by the 
companies. 

Bonds of the hydro-electric companies 
together with the telephone issues seem to 
the present 
time. Traction bonds generally are still 
in the speculative stage as this class of 
public utility, with a few exceptions, has 


year seen 


costs. 








Company Issue 
Nwn. Bell Tel. Co. .....20-year, Ser. A, 7s 
Nor. S. P. Co. (Minn.).Ser. B 6% bonds 
P. S. Corp. of N. J....General 5% bonds 


Philadelphia Co.......1st & Col. 6s, Ser. A 
North Am. Edison Co...Secured 6s, Ser. A 
Am. Gas & Elec....... 6% debs. 

Am. Pr. & Light...... 6% debs. 


Miss. River Pr. Co....Deb. 7s 








ATTRACTIVE PUBLIC UTILITY BONDS 


Rate Yield 

(%) Maturity Price (%) Market 
7 Feb., 1941 107% 6.3 N. Y. S. Exch. 
6 Apl, 1941 100 6.00 N. Y. S. Exch. 
5 Oct., 1959 84 6.25 N. Y. S. Exch. 
6 Feb., 1944 100 6.00 N. Y. S. Exch. 
6 Mar., 1952 931% 6.50 N. Y. S. Exch. 
6 May, 2014 98 6.15 N. Y. Unlisted 
6 May, 2016 93 645 N. Y. Unlisted 
7 May, 1935 101 6.90 N. Y. Unlisted 
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not yet demonstrated that the way is clear 
for successful operation of street rail 
ways. A seven cent fare seems to be 
pretty general throughout the country but 
even so, high wage rates are retarding 
earnings and it is doubtful if this class o 
securities can soon get back to the high 
plane of six years ago. 

It is not the purpose here to advocate 
the purchase of bonds indiscriminately 
The present uncertain trend of market 
for all securities may make possible in the 
next few months purchases of bonds at 
lower levels than now prevail. The in 
vestor, however, who is not interested in 
temporary fluctuations and who is seeking 
to invest funds for income in future years 
can still obtain a yield of between 514% 
and 6%, but such opportunities must now 
be sought out if good issues are to he 
obtained. 

Bonds carrying callable features, per- 
mitting the company to retire the issue at 
a set price, should be avoided if the pur- 
pose of the investor is for investment for 
future income over a long period of years. 

Several suggestions for bond purchases 
are offered herewith. No one class of 
utility or of security has been followed 
but rather a variety is given running all 
the way from first-mortgage 5% bonds to 
7% notes which might meet the needs of 
some for short term investment. 


Northwestern Bell Tel. 7s 


Northwestern Bell Telephone Co. (affili- 
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ated with American Telephone & Tele- 
graph Co.) twenty-year series A 7% 
bonds due in 1941 constitute a high grade 
investment proposition and at the same 
time a better yield than many other issues 
of a like character. The company 
operates in Iowa, Nebraska, Minnesota 
and the Dakotas. The issue is popular 
with the small investor inasmuch as $100 
and $500 pieces can he obtained in addi- 
tion to the usual $1000 bond. Issue is 
listed on the New York Stock Exchange 
and at the current price of 107% shows 
a yield of 6.30%. 

Bond constitutes a first mortgage on the 
physical property of the company in Iowa, 
Minnesota, Nebraska and South Dakota. 
Interest charges are being earned about 
three times. 


1921 1920 
Net Available for 
Int. charges 
Fixed charges 


$8,162,882 $7,703,076 
2,274,149 1,943,733 


Balance after chgs. $5,392,733 $5,759,343 


The issue is callable at 107%4 and has 
been selling close to the call price for 
some time. There is always the possi- 
bility that the issue may be called so that 
for this reason the issue might not be so 
desirable for those desiring to invest 
funds for a long period without a thought 
of changing into something else. How- 
ever, for short-term purposes it is an ex- 
ceedingly attractive issue. 


Northern States Power (Minn.) 6s 


Northern States Power Co. is a high 
grade public utility company and classed 
as one of our best hydro-electric proper- 
ties. Company operates in the state of 
Minnesota principally. Bonds are listed 
on the New York Stock Exchange and 
can be purchased in denominations of $500 
or more. 

The 6% first and refunding 6s of 1941 
at present selling around 100 show a yield 
of 6%. They are callable at 105 and can 
be classified as a good investment propo- 
sition in a property which is making 
strides towards larger things. To those 
interested in bonds of a_ hydro-electric 
proposition, this issue should be attractive. 


Public Service Corp. (N. J.) 5s 


Public Service Corporation of New 
Jersey is a holding company deriving its 
income through dividends chiefly received 
from its three principal subsidiaries, Pub- 
lic Service Gas Co., Public Service Elec- 
tric Co. and Public Service Railway Co. 
Serving more than two-thirds of the popu- 
lation of the state, rapid growth of in- 
dustrial expansion has enabled the corpo- 
ration to stage a good come-back in earn- 
ing power and the 1922 annual report to 
be published shortly will be the best in 
its history. 

Usually the bonds of holding companies 
are not held so highly as those of straight 
operating properties but the General mort- 
gage 5% bonds due 1959 seem attractive 
for investment of funds for a long period 
at a price with a fair yield. At the cur- 
rent price of 84% the 5s show a yield of 
6.25% if held to maturity. Bonds are 
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listed and traded in actively on the New 
York Stock Exchange. There is an 
authorized issue of $50,000,000 of the 5s 
of which $32,442,000 were issued accord- 
ing to latest statements. Issue is callable 
at 105 and are a first lien on all property 
owned in addition to deposit of bonds and 
stocks. 

A ten-year analysis of earnings shows 
that, on an average, interest on funded 
debt and sinking fund requirements were 
earned about one and a half times, a ratio 
which might be better, but at the same 
time the 1921 figures showed interest 
charges earned almost twice with indica 
tions that they will be shown as earned 
considerably more than twice in t..e 1922 
annual report. The property is 
one with indications of much improvement 
in earning power during the next few 
years. Both common and preferred divi- 
dends are being paid regularly, the rate 
on the junior issue having been advanced 
to 8% annually last November. 

The bonds offer an excellent opportu 
nity for business men’s investment 


a good 


Philadelphia Co. Ist 6s 


Philadelphia Co. is an old line public 
utility property and one of the few which 
has not missed dividend payments on the 
common stock since before 1900. Phila 
delphia Co. itself operates one of the 
largest natural gas properties in_ this 
country furnishing gas to Pittsburgh 

In addition to earnings from gas sales, 
the large and rapidly growing Duquesne 
Light Co. is controlled through stock 
ownership of the entire junior issue which 
pays dividends regularly to the parent 
company constituting a valuable addition 
to earning power. The latter is one of 
the largest electric light and power 
properties in this country. Over a period 
of years, Philadelphia Co. has been a con- 
sistent earner and ten-year average of 
earnings makes an exceptionally good 
showing. 

At the current price of 100, the First 
& Refunding Collateral Trust 6% bonds 
Series A due 1944 show a yicld of 6% 


= i 





CONNECTED GAS ENGINE UNITS 


which appears exceptionally good for a 
bond of this character. The issue is a 
blanket one authorizing issue up to $100,- 
000,000 of which only $20,000,000 are out- 
standing and constitutes a first mortgage 
on the gas properties and securities valued 
at over 56 million dollars. 

Average earnings for ten years show 
that net income available for interest on 
funded debt was never less than two and 
a half times the requirements. Over the 
ten-year period 1913-1922 earnings were 
on an average well above three times re- 
quirements. The 1921 annual statement 
was the poorest in the ten-year period due 
to depression in the steel industry which 
normally takes large amounts of gas but 
last year’s figures will show considerable 
improvement. Dividends are being paid 
on both common and preferred stocks. 

Interest and principal of these bonds 
are secure and they are recommended for 
investment 


North American Edison 6s 


A good investment proposition with a 
vield of better than 6% is hard to find 
these days, but the North American Edi- 
son Co. 6% bonds of 1952 should be at- 
tractive as combining a yield above the 
average on a long-term bond with good 
security. Company (a subsidiary of the 
North American Co.) was recently organ 
ized’ and controls the Cleveland Electric 
Illuminating Co. and the Union Electric 
Light & Power Co. The 6% bonds ot 
the company maturing u 
brought out last March around 92% and 
are now selling about a point above the 
offering price. At the current level of 
93% a yield of better than 6% is obtained 
The bonds are secured by deposit of about 
$22,000,000 securities of the two ope rating 
companies on which dividends are now 
being paid. Dividends now being paid on 
the pledged collateral amount to about 
two and a half times the interest require 
ments on the bonds. The fact that bonds 
are secured by pledge of collateral ac 
counts for the high yield 


1952 were 


comparatively 





2000 K.W. Engines used in the Indiana Steel Company’s Power House at 
Gary, Ind. 
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California Petroleum Corporation 








Unusual Position of Preferred Stock 


Why Common Stockholders Have Less 


to Gain Than 


O the average 
investor, in- 
terested in oil 


securities, or in the 
opportunities for in- 
vestments in this 
industry, California 
looms forth as a 
Land of Sunshine 


and Flowers, or as 
some skeptics put 
it—The Land of 





Lemons. The solici- 

tation of his funds 
for investments in the “gushers,” as is 
so eloquently described in the usual pros- 
pectus of the promoter, rarely mentions 
California. 

However, to the active oil 
who is anxiously watching the ever climb- 
ing flow of production, California is un- 
questionably the most interesting spot of 
the oil-producing areas in this country. 
It is this state which, at the present time, 
leads all the other states in volume of 
production, and which is mainly respon- 





producer, 


By J. G. SWARTZ 


crude petroleum. With the decline in 
price of the past year, the producers in 
other territories set about to curtail pro- 
duction through suspension of drilling but 
apparently this did not reach California, 
for the past six months has _ witnessed 
prolific drilling in the old fields and ac- 
tive search for new oil fields. 

How well they have succeeded in Cali- 
fornia may be judged from the increase 
in production, which was running daily 


about 200,000 barrels more in December 
than in January, 1922, or an increase of 
about 62%. In comparison, it is noted 


that the total increased production of the 
entire country was about 371,000 barrels, 
so that California was responsible for 
almost 60% of the entire increase. The 
results of this almost reckless cam- 
paign for production in California is 
reflected in the recent cut of crude-oil 
prices in that territory, which ran as 
high as 50 cents per barrel, or 60% 
of its price, while the other producing 
sections in the country have been fa- 
vored with at least two increases in 
prices for crude in the same period. 


sible for the present overproduction of 

i 

CALIFORNIA'S PETROLEUM PRODUCTIONS SINCE 1903 

This graph shows the relation between the daily oil pro- 

Legece duction in barrels, the daily production per well and the 

number of wells producing over a period of twenty years 

from 1903 to 1923. The tremendous increase in output during 

= 1922 is clearly indicated by the ascending lines. 
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ave been sending crude oil through the 


Panama Canal from California to their 
refineries to replace the Mexican crude 
rmerly used. The price of the Califor- 


. crude oil laid down in New York is 
very much out of line with the cost 
Mexican and, as the character of the 
les are very similar, it is very prob- 

that more and more of the crude 
1 California will find its way East. 
is one of the bright spots in the 
nt overproduction in that territory. 


Expensive Drilling 
ie drilling in California is very ex- 
ve for the depth at which oil is 
| is much greater than in Mid-Conti- 
and the actual cost of the well is 
h higher. This has prevented the 
operator or company from obtain- 
much of a foothold in California. It 
a large amount of capital and a 
capable organization to produce oil 
‘alifornia and the field is practically 
rolled by companies of this type. It 
it be stated that probably 95% of the 
luction of that state is controlled by 
companies. 
ilifornia Petroleum, during the past 
probably has had as large an in- 
se in their production as any of the 
1 companies. From a daily produc- 
of less than 20,000 barrels a year ago, 
has been increased until at the pres- 
time, the production of this company 
early 50,000 per day. A very inten- 
drilling campaign is now under way 
ith about forty strings of tools in opera- 
As the major part of this drilling 
ym acreage which may be considered as 
actically proven, it is possible that the 


production may be increased to 75,000 
irels per day. 
‘alifornia Petroleum has no refineries 


market facilities and at present con- 
s its activities entirely to the produc- 
of crude. Much speculation has 
n place as to the reason for the tre- 
idous efforts made to build up their 
luction and many connect it with the 
line of the Mexican field of the Pan- 
merican Petroleum Corporation and be- 
ve that the increased production of 
California Petroleum will eventually be 
plied to contracts of the former com- 
pany. The interests of the two companies 
are very close, in fact Mr. Doheny is gen- 
lly credited with being responsible for 
inception of California Petroleum. 
his is a holding company, its opera- 
is in the field being carried on through 
American Petroleum Co., American 
Oilfields Co., Petroleum Midway Co., 
Lid, and the Western Star, which it has 
just acquired. There is outstanding $12,- 
109,526 preferred and $17,377,005 of com- 
n stock both at $100 par value. The 
preferred stock, however, has a different 
tanding than preferred stock ordinarily 
in the majority of companies in that 
participates in the profits jointly with 
common stock after the common has 
paid 7%. It also bears 7% accumulative 
uterest and, in the event of voluntary 
uidation of the company, is entitled to 
1 premium of 20% additional. Also in 
se of default for four quarterly divi- 
lends, the preferred is entitled to clect a 
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majority of the directors. 
There are also other fea- 
tures which all tend to place 
the control of the company, 
as well as diverting a large 
portion of the earnings, in 
the preferred stock, so that 
the holders of the common 
stock do not derive the full 
benefits of large earnings. 
The earnings of the com 
pany as indicated for the 
year 1922 should run about 
$10.00 per share on the com 
mon stock after all charges, 
including depreciation, de- 
pletion, etc. In this con- 
should be 





nection, it men- 
tioned that the policy in re- 
gard to charging off de 
preciation and depletion 1s 
liberal and equal to 


followed by the 


most 
that 
companies. 


best 
As this is over 
the 7% allowable for com- 
mon stock, one half of the 
excess earnings would go to 
the holders of the preferred 
stock. 






































Conclusion OR tanker 
It appears that in view 

of the participation of the 

preferred stock in the earnings of this 

company, that this issue is preferable 

to the common, in as much as it is as- 

sured of 7% in addition to any profits. 

The purchase of California Petroleum 

preferred can be recommended as a 





Edward L. Doheney, Jr., bunkering 
S. S. Aquitania 
very high-class speculation. The com- 


mon stock, on which dividends were 
recently resumed at the rate of 7% per 
annum. Can only be regarded as a 


speculative issue. 


Market Movements of Leading Oil Shares 


Gains and Losses Since the Ending of 1922 
and a Suggestion as to the General Outlook 


HOUGH the year 1923 is still very 
i young, the oil shares have already 

given a convincing demonstration 
of their ability to fluctuate sharply under 
almost any circumstances. A glance at 
the table below will indicate that though 
at present writing only less than six weeks 
have elapsed since 1922 went out of ex- 
istence, there have already been extreme 
movements in some of the representative 
oil shares and this is particularly no- 
ticeable because up to very recently the 
market, as a whole, was quite dull and in- 
active oil 


active. A few of the more 
shares since the beginning of the year 
have been: California Petroleum with a 


gain of over 13 points, Phillips Petroleum 
with a gain of nearly 8 points, General 
Asphalt with a loss of about 4 points and 
Pan-American with a gain of several 
points. Some of the others, such as 
Standard of New Jersey and Texas Com- 
pany, were unusually static. 

Herewith is given a list of the more 
active oil shares traded in on the New 
York Stock Exchange and their price 
changes since the ending of 1922: 


California Pet OS SI 
General Asphalt . 4 44 
Houston Oil my i4 
Invincible ©h 4 7 
Pacific Oil > 4 44 
Pan-Americat . | we 
Phillips Petroleun ri oF 
Pure Oil.. “uy 2 
Royal Dutch ne ay 
Sinclair aa) 4 
Standard N. J 41 41 
Texas ( is 4s 

It will be observed that out of the 12 
stocks listed, five made comparatively 


large gains for so short a period, three 
were almost stationary, and four made 
smalt losses. The general trend, however, 
was upward, principally as a result of the 
stimulation given these shares by recent 
announcements of price increases in both 
crude petroleum and gasoline. 

What the future will hold for this type 
of shares is, of course, hazardous to pre- 
dict but it seems reasonably certain that, 
with the industry facing what will prob 
ably be a record-breaking year in con- 
sumption, the better oil shares will give a 
good account of themselves before much 
time elapses 
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Miami Copper Co. 








Low-Cost Producer Increases Output 


Miami Playing a “Lone Hand” Game—High-Grade Ore and Good Recov- 
ery Methods Bring Low Production Costs—Unique Dividend Record 


IAMI COPPER will be remem- 

bered by investors as one of the 

three important copper stocks that 
continued paying dividends through the 
worst of the 1920-21 depression, the oth- 
ers being Utah and Calumet & Arizona. 
In other respects, too, Miami has shown 
a strong tendency to act in accordance 
with its own best interests, irrespective 
of what the rest of the copper industry 
was doing. 

In 1920, and 1921, for instance, when 
the greatest concern of the trade was to 
cut down production so as to get rid of 
the surpluses left as a legacy of the war, 
Miami did what few other companies 
could afford to do—went right on increas- 
ing production over the previous year, at 
a time when other producers on the aver- 
age were working at 45% of the 1918 








rate. Again, when the Copper Export 

Miami's Earnings and Dividends: 

Earned Paid 
ae ..281 1.50 
1913.. 1.75 2.00 
1.65 1.50 
. . 4.56 2.25 
1916... . 7.27 5.75 
1917... . 4.29 8.75 
1918. . 4.00 4.50 
1919..... 0.42 2.50 
1920 1.89 2.00 
eee —1.25 2.00 
ERT , . .4.20" 2.00 

* Estimated. 




















By F. J. HAWKES 


Association was being formed, Miami 
joined in the pool with the other big pro- 
ducers, but shortly after quit the Associa- 
tion on the ground that it did not need 
assistance in financing its export sales 
and could market its production to better 
advantage through its own organization 
and resources. 


Miami’s Costs of Production 


This points evidently to a low produc- 
tion cost, which alone could put a com- 
pany into such a strong position as indi- 
cated by the foregoing actions. At the 
present time, with a 15-cent market for 
copper, Miami is producing at a cost of 
9 cents a pound, as ‘ow as its cost in early 
1916, which is something of which few 
American copper companies can _ boast. 
Part of this is due to the utilization of 
the efficient oil flotation process developed 
by Minerals Separation, Ltd., which was 
finally settled out of court early last year. 
After some litigation the company paid 
$800,000 as accrued royalties for the use 
of the process in previous years and 
henceforth became a licensee. 

The company’s mineral lands cover 222 
acres, situated near Globe, Arizona, while 
it has an additional 2,051 acres utilized 
for water rights, buildings, etc. It has 
one shaft in active operation, and the 
recently-completed No. 5, the older No. 4 
having been abandoned, vecause of set- 
tling of the surface. It has an ore hoist 
and crushing plant equipped to handle 
15,000 tons a day, while the concentrator, 
in six sections, has a maximum efficiency 
capacity of 7,500 tons a day, although dur- 








Miami's Copper Production: 
1914 .. .25,309,406 
1915 . . 42,723,045 
1916 . . «53,962,395 
1917 . .43,863,699 
1918 . . .58,400,000 
1919 . .53,558,809 
1920 .. .55,581,328 
aera .. .53,311,941 
DE SMinineessawasancd 67,500,000* 
* Estimated. 

















ing 1922 very satisfactory results were 
obtained by using only five sections. The 
percentage of recovery runs high, being 
usually well over 80%, and in the year 
just past was probably greater on account 
of the wider utilization of the flotation 
process according to the new agreement. 

The ore reserves at the end of 1921 con- 
sisted of 8.9 million tons of high-grade 
sulphide ore, averaging 2.26%, 36 million 
tons of low-grade sulphide ore, averaging 
1.06%, and 6 million tons of a mixed sul- 
phide and oxide ore, averaging 2.00%. In 
recent years the company has been work- 
ing the higher-grade orebody alone, re- 
placing the top-slicing method of mining 
by undercut caving, which cut the min- 
ing cost per ton considerably. During 
1921 the company did practically no de- 
velopment work at all, and it is not be- 
lieved to have done much last year. At 
the current rate of production it requires 
little under 2 million tons of ore annual 
lv, so that the high-grade orebody now 











Copper ready for shipment at Lake Linden, Mich. Production increasing 
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ir years, unless further development 
rk is done or the lower-grade ores 
ized. Mining men believe, however, 
t further additions to known ore re- 
es could easily be made by continuing 
king-out and development. 
arnings have usually been good, as the 
ompanying figures indicate, and divi- 
d payments proportionately generous, 
particularly in view of the fact that the 
value of the stock is $5. The 747,- 
114 shares outstanding constitute the en- 
capitalization of the company. In 
» of its liberal financial policy, how- 
, the company was able to pile up a 
us of 19.6 millions at the end of 
1021, and a working capital of 6.3 mil- 
The largest item in this respect 
“sundry investments and securities,” 
ied at 4.3 millions, around which fig- 
it has been since 1918. 
\s the company had only $261,970 in 
1 at the end of 1921, with a payment 
$800,000 during 1922 on account of the 
lements with the Minerals Separation, 
Ltd., it has probably had to liquidate a 
part of its investment account, unless the 
ntiff were willing to accept notes. 


Earnings 


stimated earnings for 1922 work out 
omething over $4 a share, on the basis 
im average price for copper received 
13%-14 cents per pound, production 

t about 9 cents per pound, and output 

67.5 million pounds. This does not 

w, however, for depletion, which 
proved a serious item in 1921. In that 

r, the company carried nearly $930,000 

r to surplus on account of net earn- 

s, before depletion for the year, 

uunting to 1.7 millions. On deducting 

m the company’s reported “net” figure 
this amount for depletion and also $315,- 
(00 for appreciation of securities during 
the year, credited by the company to in- 
ome account, the result is a deficit on 

nings of 1.1 millions, instead of the 
illeged surplus. 

Should depletion to the same amount 
be charged to the operations for 1922, 

ich would seem reasonable, as from 
1916 to 1921 deductions for depletion have 
averaged 1.9 millions annually, net for the 
year would amount to only 1.7 millions, 
or but little over $2 a share, which is the 

‘rent dividend rate. 

Chere must also be taken into consid- 
eration the $800,000 paid to the owners 

the flotation process, amounting to 

r $1 a share which, while attributable 
to the operations of previous years, and 
hence legitimately a deduction from sur- 
plis, will nevertheless have to be paid for 

ym income received during the year un- 
less securities owned are liquidated, in 
either case a weakening of the financial 
position. 

Moreover, on the operating end the 
company is faced with the dilemma of 
ether engaging in expensive development 
work during the next few years, as its 
present reserves will last for only 3-4 
years more, or else working on the lower- 
grade ore, which it has not touched for 

ars, since the latest development of 
these orebodies in 1918. In either case, 
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ng worked will be exhausted in another 


operating expenses are bound to go up, 
and the possibility of increased dividends 
to that extent lessened. 

At the same time, it must not be for- 
gotten that in the six years ending in 1921 
the company had built up a depletion re- 
acknowledgment of the 


serve, in fore- 





going situation, amounting to 14.2 mil- 
lions, or $19 a share, compared with a 
present market price around 27. Taking 
all things together, the possibilities of 
the company do not seem at the pres- 
ent time to outweigh the relatively low 
yield of 7.04%. 








Butte ® Superior Mining Co. 





Company Once More Prosperous 


Improving Zinc Market Favors Leading Pro- 
ducer’s Shares —— New Copper Orebody Dis- 
covered—Can the Dividend Be Maintained? 


HE great strength in zinc which has 

featured the metal markets of re- 

cent months has had its stock mar- 
ket reflection in a decided upturn in zinc 
stocks. This metal fluctuates in price, de- 
mand, supply, and accumulated stocks 
more than most others, because of the 
great elasticity in its supply. Producing 
facilities, ranging about 350,000 tons an- 
nually before the war, have been doubled 
since, and the efforts to increase the de- 
mand for it and the great ease of open- 
ing and closing mines and smelters have 
led to a state of periodic, recurrent over- 
production. At the present time, the in- 
dustry is in the prosperous half of one of 
these cycles, as the brass and galvanizing 
industries, the two great customers of the 
zinc industry, are both active, with their 
products in great demand at increasing 
prices. 

As a result, Butte & Superior, which 
shut down completely in November, 1920, 
and stayed shut all through 1921, resumed 
operations on a small scale early in 1922 
and, as the zinc market waxed in strength, 
increased its output until at the present 
time it is very close to capacity operations. 
This will illustrate the great variability 
of the industry. 

In addition to these unstable conditions, 
however, Butte & Superior has had to 
contend with rather more than its share 
of bad luck. Soon after its incorporation 
in 1916, as a successor to the old Butte & 
Superior Copper Co., Ltd., it acquired 35,- 
000 shares of common stock of the Ameri- 
can Zinc, Lead & Smelting Co. by issuing 
17,500 shares of its own stock, an invest- 
ment which has turned out rather poorly, 
as it has paid no dividends since May, 
1917. Moreover, during the height of the 
zinc war boom the Butte & Superior Co. 
was hampered by a one-sided contract 
with the American Metal Co. which prac- 
tically gave the latter an option on all 
of Butte’s tonnage of ore, and which was 
not modified till the third quarter of 1918. 


More Trouble 


During a part of 1919 the company was 
involved in litigation with the Clark Mon- 
tana interests on account of trespass on 
apex rights, later “°'d against Butte, 
which had to pi iintiffs 2%4 mil- 
lions for damag n 1917 on, the 
company was iny litigation with 
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the Minerals Separation Ltd., like many 
other mining companies, and like most of 
them, finally lost the suit in May, 1922. 
However, it was not penalized for the past 
use of the flotation process, but became 
1 licensee paying a fee to the Minerals 
Separation North American Corp. The 
uncertainty over the litigation had caused 
the directors to pass dividends in 1917, and 
were not resumed till December, 
when 50 cents per share was paid 


they 
1922, 
out, 

The company's property consists of 170 
acres of claims owned outright and frac- 
tional claims, options, and _ controlled 
claims totalling another 230 acres, all sit- 
uated on the Rainbow Lode of Montana. 
This district was originally mined for sil- 
ver, but as the silver was progressively 
exhausted in the lower levels, important 
commercial deposits of zinc ore were dis- 
covered, increasing in size and value from 
the 500-foot level down. It is important 
to observe, however, that the assay of the 
zinc ore has been steadily decreasing in 
recent years, from 18% in 1914 to less 
than 14% in 1920, the last year for which 
operating statistics are available on ac- 
count of the 1921 shutdown. 

In addition to silver and zinc, the com- 
pany produces copper, gold and lead, the 


(Please turn to page 742) 
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Discussions of Current Problems and 
Reviews of Recent Events Conducted in 
the Interest and for the Use of the Banker 
Readers of THE MAGAZINE OF WALL STREET 


In Tye BANKING WorRLD 


Conducted by 
H.Parker Willis 


Mr Willis Was Formerly Secretary of the Federal 
Reserve Board Later as Director of the Bureau 
of Analysis & Research He Developed the Boards 
Present National System of Financial Reporting 

















Bank Stocks as Investments 


Margin 


of 


Bank Earnings — Are 


Bank Stocks Profitable?—Their Market 


HE _ ownership 
T of banks in the 
United States 

has long been a sub- 

{ ject of general dis- 

cussion but without 

any very definite result. It is probable 
that from this time forward there will 
be the same effort to distribute the own- 
ership of bank stocks that is being noted 
in other branches of business, and that 
attempt will be made to build up care- 
fully a large clientele of small holders 
who will be regarded as permanently the 
holders of the shares. This raises the 
question what kind of an investment bank 
stock is and by whom it should be held. 


Different Types of Bank Ownership 


There are several different types of 
bank ownership in the world at the pres- 
ent time. One of them is very well illus- 
trated in several of the European coun- 
tries where bank stock is very largely 
held by a small number of capitalists and 
the bank is regarded as in a sense an ad- 
junct to the manufacturing or mercantile 
business. A different type of ownership 
is to be noted in a good many of the 
smaller towns of the United States where 
the bank is a purely local creation organ- 
ized, capitalized and officered by home tal- 
ent. Insuch cases there may be a fairly wide 
division of the stock of the bank. Still a 
third type of ownership is now seen in 
some of our cities where the effort is dis- 
tinctly made to have the ownership and 
control of the institution in the hands of 
large borrowers who direct it for the pur- 
pose of gathering in the spare funds of 
the community and relending such funds 
to themselves in as large proportion as 
the law will allow. 

No inclusive statistics as to bank own- 
ership have been published, but experience 
on the part of practical bank managers 
show that there is a strong tendency 
to concentration. In the country towns 
where bank stock is at first pretty well 
724 . 


divided among a large number of indi- 
viduals, effort is made to eliminate those 
who are not satisfactory depositors and 
who do not bring to the bank a certain 
proportion of business which can be re- 
lied upon to earn an income for the insti- 
tution. In the cities there has been a ten- 
dency to gradually buy in the stock of 
successful banks, insofar as practicable, 
because of its valuable investment quali- 
ties. 

In a general way, therefore, it may fair- 
ly be said that the movement of the stock 
of banks has frequently been toward a 
comparatively small number of hands, the 
purpose being either to insure control or 
to obtain a strong hold upon the institu- 
tion in order to direct its loan policy. 
Both of these tendencies, although en- 
tirely legitimate in the outworking, are 
a bad thing for the banking system as 
a whole, and it is probable that in the fu- 
ture there will be a more and more posi- 
tive effort to bring about the diffusion of 
bank stock ownership and to keep it widely 
distributed in the hands of investors as al- 
ready indicated. 


Reasons for Wide Ownership 


From the standpoint of the bank itself 
a wide ownership is extraordinarily im- 
portant. It is in fact so important that 
the considerations of business-getting and 
the like which have dictated closer con- 
trol are of entirely secondary signifi- 
cance. The general organization of our 
national financing is now sharply under 
fire. Efforts to regulate rates of interest 
which have long been popular in legisla- 
ture are continuing with unabated vigor, 
and in many other ways there are move- 
ments in progress whose purpose it is 
to bring about a more decided control of 
the bank and to subject it to oversight in 
a degree that has heretofore not been pos- 
sible. Other corporations which feel this 
same kind of pressure are endeavoring to 
meet it by enlarging their stockholding 
clientele and by getting the consumers of 


their product to buy and hold shares 
bonds in the belief that this clientele w 
eventually ‘be the authority to which ay 
peal will be made for the fixing of rate 
or charges or conditions of business. TI 
small independent banks of the United 
States are in a favorable position to re 
sist aggression—a fact which does not 
hold good of the large banks of other 
countries whose ownership is highly cor 
centrated, but even these small banks 
must be popularly owned in order to con 
vince the public at large that the cry o 
“monopoly” is not applicable to them. 


Is Bank Stock Profitable? 
So few people, relatively speaking, ar 
the owners of bank stock as compared 
with other stocks and bonds that the ques 
tion is often asked whether bank stock is 
profitable or not. According to the Comp 
troller of the Currency the total capitali 
zation of the banks and trust companies 
in the United States numbering about 30,- 
000 is in the neighborhood of about $5.,- 
800,000,000 (surplus included). On this 
sum an average earning of probably about 
15 to 16% is being earned and declared 
For the last year reported the averag 
dividend of national banks was 12.42% o: 
688 when compared with surplus an 
capital combined : 

While this rate of earnings is not a 
high as that which prevails in a good 
many corporations engaged in industria 
activity, it must be remembered that 1 
does not necessarily represent the entir« 
earnings. The banks of the United State 
annually carry a considerable amount t 
surplus and undivided profits, the amount 
so carried being last year approximately 
$216,000,000 or $58,000,000 over dividends 
On the whole, therefore, it must be admit- 
ted that bank stock, even as things stand, 
is a very satisfactory investment when it 
is remembered that the percentage so de- 
clared cannot be taken as representing the 
actual percentage on capital invested, in- 
cluding in the latter surplus as well. If 
THE MAGAZINE OF WATT. STREET 
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rate of return be reduced to a basis 
capital and surplus it will show for 
national banks about 14% to 15% 
(as already seen) a somewhat 
ter average for the state banks. 
should be recalled, however, that in 
United States the cost of conducting 
‘s is extremely high on account of the 
“overhead” which grows out of the 
pendent bank system. This accounts 
the relatively low percentage of prof- 
arned by many country banks. These 
tutions are really paying, in unneces- 
salaries, earnings which ought to go 
the stockholders. Various 
mizing in the expense of 


ways ol 
country 
“ng are being developed and, while 
» of them, such as the chain-bank sys- 
have their own faults, they 
at any rate working toward the same 
ral object, which is that of reducing 
cost of bank operation. 
s this falls off, of course, 
increase, and while it is true that 
rever a bank is found to be highly 
itable, new competition speedily de- 
‘ps,. competition of this kind is less 
ly to affect the value of existing in- 
tments than it is in almost any other 
iness. A bank which finds itself los 
ground can almost invariably sell its 
ets to, or merge with, some other bank 


serious 


earnings 


the community at a fair figure so that 
stockholder is at least reasonably pro 
ted. For this reason the stock does not 
narily fluctuate widely in its real 
ue which means that it does not fluc 
te widely in the amount that can be 
ained for it under favorable circum- 


nces. 


Market for Bank Stocks 


is true, however, that current quota- 
is on bank stock often vary a great 
il. This is because it is inactive and 
ves slowly while a good many banks 
n of the larger size have for some 
son been disinclined to see their stock 
ted on the various exchanges. It is on 
whole desirable that it should be so 
ted, not only in order to give the small 
estor as much access to it as possible, 
small investor to 
1 under favorable conditions whenever 
finds it necessary to do so. It is often 
ued that the making of a ready mar- 
t for bank stocks tends to intensify the 
vvement toward concentration already 
erred to. There is undoubtedly some 


ruth in this statement but the movement 


vard concentration, insofar as accele- 
ted by ease of marketing, can be offset 
ough effort on the part of bank man- 
ers and owners designed to bring about 
wider distribution. This, as already 
en, it is highly to their interest to de- 
lop. 

Reference is often 
Federal 


abnor- 
il earnings of banks 
ich at one time ran up to 100% or more 
were the out 
There is no 


made to the 
reserve 
capital. These earnings 


owth of war conditions. 


or FEBRUARY 17, 1923 


comparison between them and the ordi- 
nary earnings of banks. Federal reserve 
banks enjoy important monopoly 

leges and at the same time they 

costly which the ordinary 

is not called upon to supply at all. 

the same way some attention has been at 
tracted by the large earnings realized by 


joint stock land banks. These earn 


again are the outgrowth of the unu 


services 


conditions produced by the granting of 

valuable privilege to these ban 
their bonds from tax 

no analogy between then 


very 
excmpting 
There is 
other banks and in the case of all 
which enjoy monopoly privileges an 
exemption it is proper that their 
earnings over and above a 
re should be paid the 
taxation or franchise paym 


mods rat 
Government 


torm ol 


Cooperative Movement in Banking 


of the most interesti 
in banking is seen in th 

the cooperative movement 
1 meant the effort that has ci 


1 made to establish banks owned 


organizations 
whose collect from 
their members considerable sums which it 
was then they should in- 
vest or otherwise dispose of. The fact 
that such organizations have turned to the 
banking field is instructive, not only be- 
cause it shows an appreciation of the 
value of bank stock as an investment, but 


by trades unions or other 


iunction it was to 


necessary that 


also because it furnishes a good example 
of the way in which banks may serve the 
joint needs of a large group of men with 
from which stockhold- 
means of investment 


moderate savings 
ers are by these 
enabled to get the full 
hus far 15 or 20 such institutions 

ve been 
substantial return has been realized, 
on the original in- 


earning power. 


some 
created and in some cases a 
very 
mning as high as 8% 
part of the profits set 


vestment with a 
to depositors in the 
Bank- 


well 


iside for distribution 

of interest on their accounts 

some ways is_ peculiarly 

for this kind of cooperative con- 

and where good management 1s 
assured there is no reason why it 


hould 


not result m reasonable profit r the 


t 


shareholders 


—~_- 


Action on Rural Credit in Doubt 


Obstacles to Legislation Again in Sight—Hasty Action 
Deplored—Clearance and Branch Issues in Abeyance 


Washington, February 6 

N spite of-the fact that the Senate has 
Capper Rural Credits bill 

providing for discount 
which will furnish “intermediat 
to farmers, and the Lenroot bill provid 
ing tor various extensions of the power of 
Federal land banks, while it is still at 
work upon the so-called Strong bill whose 
purpose it is to “liberalize” the farm loan 
act in various directions, the real 
lative situation and outlook appears to be 
The latest de- 
velopment of it is seen in a serious pri 
with the “leaders” to 
have the Hause Banking and Currency 
Committee merge all these bills, as well 
as some provisions taken from other pro 
posed enactments, into which shall 
be put through and become law before 
the close of the session. This would be 
possible only through an agreement on the 
part of the Senate to accept it in lieu of 
the action taken on the various indepen- 
dent measures of legislation, followed by 
hasty action just at the close of the ses 


passed the 


corporations 


credit 


legis- 
about as obscure as ever. 


posal originating 


one, 


510M. 
Programme Meets Difficulties 


This programme is, 
with serious difficulties, even in the early 
due to the fact that 
passed 


however, meeting 
stages of negotiation, 
the bills 
probably 
if they had been acted upon. sit 
ly. The entire dose, with its drasti 


which the Senate has 


could not have gone through it 


wultaneous 


rislation, as 


changes in existing banking leg 
as its ambitious plan to establish a 
complete new system of institutions de- 
furnish “intermediate credit,” 
been too “strong” for the 
Senate which still contains elements of 
conservative thought. Whether, if the 
radical elements in the House, combined 
with a certain group of members who ex- 
pect to smooth the path of ship subsidies 
rural credits, 


well 


signed to 
have 


would 


by extreme legislation on 
should get their own consent to acceptance 
of such a measure, it could be forced 
through the Upper House by “steam- 
roller methods” in the closing hours of a 
I short session, is still to be demon- 
strated. Inquiry among the members of 
the Upper Chamber indicates the growth 
of a very serious feeling of doubt and 
reluctance on their part with respect to 
the probable outcome of what they have 
done. It may be questioned whether, il 
the work of the past session were to be 
done over again, the Senate could be in- 
duced to take it up at all, certainly at this 
time, inasmuch as there has been no op- 
study For that 
since the 


busy 


portunity for adequate 
f course there is none today, 
adjournment of Congress is less than a 
short month distant. Not a few members 
already openly express regret at the haste 
with which they have acted. Thus it may 
easily be that any attempt on the part ot 
the House of Representatives to broaden 
the scope of the measure, through the 
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has been an interesting development 

in the banking situation. It is seen 
in the check that has been administered to 
factors of expansion that had _ been 
brought into operation previously and that 
had tended to provide a basis for the be- 
lief that something like inflation was on 
its way. Now the inflation situation has 
somewhat altered although the basis for 
it is still obvious. But the accounts of 
Federal Reserve and member banks are 
not moving together as they were but are 
rather apart. The situation has important 
investment bearings. 


D i: te: the month of January there 


Movement of Reserve Bank Credit 


While during the month of January 
there have been weeks in which the bill 
holdings of Reserve banks showed an up- 
ward movement as compared with preced- 
ing weeks, there have been others when 
a drop was reported. No consistent ten- 
dency, in other words, has been observ- 
able. The amount of bills held has in- 
creased but slowly during the month— 
not as fast as the season of the year and 
the demands usually experienced at that 
time would have ordinarily warranted. At 
the same time, there has been only moder- 
ate advance in the bill holdings of the 
representative member banks. The latter 
banks have not thought it necessary to 
draw upon the Reserve Banks in an in- 
creased degree, and the result has been to 
hold credit about stable in volume at the 
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1921 
Bank Credit—All Federal Reserve Banks 
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member institutions while at the Reserve 
Banks the tendency has, relatively speak- 
ing, been downward. This situation can be 
clearly reviewed in the accompanying dia- 
grams in which the Federal Reserve Board 
has traced the movement of some of the 
chief accounts. In these diagrams the 
salient figures are segregated from the 
general diagrams illustrating banking con- 
dition regularly printed (in alternate 
issues of the Magazine), in order to afford 
a clearer view of the trend. 


Reasons for Slackening of Demand 


There are some _ reasons for the 
slackening of demand that deserve careful 
consideration. Among them is the steady 
flow of gold into the United States. An- 
other is the transfer of capital to this 
country. Such capital is coming once 
more from European sources in countries 
where investors are not satisfied with the 
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A Check to Bank Expansion 


Reserve and Member Bank Accounts Diverge— 
Unexpected Setback in Credit Demand — Abun- 
dance of Money—Disturbance of Foreign Conditions 
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Bank Credit—800 Member Banks in Leading Cities 
outlook, but believe that they can get 
greater degree of seeurity and safety b 
transferring their funds to the America 
market. It is also true that the compara 


tive stability of prices, which has pre- 


vailed for a few weeks past, has coi 
siderably tended to stabilize the borrow 
ing situation, besides suspending the mov: 
ment toward increase in the amount « 
loans needed for the financing of a giv: 
volume of business. 

It is to be expected that the usual s« 
sonal advance in demand will set i 
shortly, and that it will be reflected in th 
portfolios of reserve banks, inasmuch a 
many member banks are 
“loaned up”; and have to supply any addi 
tional calls for accommodation out o 
borrowings which they present to reservi 
banks. This, however, is a different mat 
ter from the steady upward expansion o 
credit regardless of seasonal demand 
which has been in progress for some tim: 
past;—or had been so in progress unt 
recently. The apparent slackening o 
commercial calls exerts a good effect upo: 
the investment market by assuring 
larger and more abundant supply o 
money for Stock-Exchange lending. Indi 
cations now are to the effect that thi 
supply will be larger during the comings 
spring than had been expected, and that 
rates may be corresponding reasonable. 

The bank debit situation shows that 
activity of credit continues higher thar 
last year at this time, but with the volume 
of deposits so greatly enlarged as it is 
at present, the excess over a year ago be- 
ing figured at near $3 billions for all 
of the banks of the country, a very mod 
erate activity of deposit accounts suffices 
to transfer a 
goods than with a smaller volume. This 
fact tends to account in some measure 
for the lower volume of borrowing to 
which reference has already been made 


Exchange Conditions Chaotic 


It is still in the realm of foreign ex- 


now well 


much larger volume of . 
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hice finance that doubt and un- 
tainty are chiefly to be found. 
bre is of course improvement 
sterling as the result of the 
tish debt plan, and the sound finan- 
1} policy that is being pursued by 
hglish public men. This may be ex- 
cted to continue, especially if Con- 
ess should completely ratify the pro- 
adjustment. As for the Continen- 
| currencies, about the best that can be 
d is that many of them can hardly be 
uch worse and that they must, there- 
re, get better if anything rather than 


siness today finds it a matter of 
ising difficulty to finance — ship- 
to Continental countries except 


ir as this can be done through Brit- 
h channels. The exchange diagram 
ly illustrates how this situation is 
and sharply emphasizes the 
tions to which reference is thus 
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OW to use the statement of the 
1 Federal Reserve System as an in- 

dex or indicator of banking and 
ness conditions is a question that has 
rently troubled a good many minds 
ite months. Most of what is said on 
subject has to do with what is called 
reserve “ratio” by which is meant the 
ntage borne by cash on hand to out- 
ling demand liabilities. There are a 
other items in the statement that are 
ently referred to, very frequently. 
\mong them is the amount of gold held, 
hich seems to be thought of as indica- 
of prosperity or soundness or per- 
; of credit granting power. 
Most of these interpretations are erro- 
is or without basis. Due to the pe- 
liar structure of the Federal Reserve 
System, there is need for a good deal of 
ution in interpreting its figures and re- 
rts of condition. The practice of using 
same methods that are employed in 
nnection with the great central banks 
road has but little warrant. The rea- 
for this difference in methods of in- 
retation may be briefly stated as the 
that whereas in foreign countries the 
ntral banks deal largely with the public, 
Federal reserve system deals only in 
very minor way with individuals and 
reerns itself almost exclusively with 
anks and with the Government. There 
are, however, a few items in the Federal 
Reserve statement which may be studied 
to great advantage for the bearing they 
have upon business condition. 
Che amount of discounts extended by 
the Federal Reserve System representing 
loans directly made to member banks 
pon paper “rediscounted” for them with 


their endorsement shows the extent to 
hich member banks are calling upon 
FEBRUARY 17, 1923 
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The Federal Reserve Statement 


Significance of the Various Items 


Federal Reserve banks for accommoda- 
ion. The figures giving the amount of 
bills bought show the extent to which 
they have gone out into the bill market; 
and the two together, representing total 
bill holdings, if traced from week to weck, 
show the volume of the commercial credit 
which is being extended. 

Unfortunately at the present time, there 
is a good deal of borrowing on collateral 
—Government securities of one sort or 
another—which obscures the real scope 
of the demand for bona-fide commercial 
credit. Then again, it is a fact that in 
some parts of the country a reserve bank 
may be increasing its credit extension; 
while, elsewhere, another is reducing it 
so that the two tendencies cancel when 
the figures are consolidated for the twelve 
banks. Better results are, therefore, ob- 
tained by studying the bill holdings of 
those banks which are increasing their 
extensions and comparing them with the 
holdings of those which are reducing 
them. When there is an increase in bill 
holdings, the indication may be assumed 
to be that the banks of the country are 
disposed to rely more largely upon re- 
serve bank credit, presumably because 
they are, in many cases at least, “loaned 
up.” This means then a situation in 
which higher rates are at least contem- 
plated as a probability, while the reverse 
situation points in the opposite direction. 

In many central banks, the increasing 
or waning of the gold holding is looked 
upon as a most significant element in the 
statement. Gold holdings are supposed to 
afford an index of the credit granting 
power of the institution. Just how far 
this is true and just what limitations must 
be imposed upon it we need not discuss. 
It is enough to say that in the Federal 






reserve system at the present time 


changes in the volume of gold 
held are of little or no impor- 
tance because of the fact that 


the volume of gold on hand is so im- 
mensely greater than any probability of 
early credit extension would require. At 
the present moment the great quantity of 
gold on hand is frequently referred to as 
affording a temptation to what is called 
“inflation.” This kind of discussion is 
largely withortt basis, inflation being quite 
as dangerous under certain circumstances 
when gold is scanty as when it is abun- 
dant. 

At present, fluctuations in Federal re- 
serve gold supply are chiefly interesting 
as showing the extent to which gold is 
being replaced in the circulation. The re- 
serve “ratio” is of little or no use as a 
“business indicator” in the sense ordinari- 
ly given it and has no direct bearing on 
business conditions so long as the present 
state of things prevails. It would have 
only an indirect bearing if gold holdings 
had been greatly reduced—due to the pe- 


culiar structure of the Federal reserve 
system. 
The item “notes” is frequently scru- 


tinized as an index of inflation, but at 
present is of relatively little interest be- 
cause it represents a currency which has 
been issued primarily to take the place 
of gold. Insofar as the Federal reserve 
notes are really gold certificates they do 
not affect tie price situation differently 
from the presence of an equal amount ot 
gold and their bearing on conditions is 
limited. More important is the item “re- 
serve deposits” which, if large as com- 
pared with the requirements of law, shows 
that there is a substantial margin above 
the minimum book credit required of 
member banks so that rediscounting is 
not likely to occur. If small, the assump- 
tion may be that rediscounting is likely. 
In this connection, however, it should be 
remembered that a good many member 
banks are now carrying their surplus re- 
serves in the form of acceptances, so that 
a need for more funds on the part of 
members merely results in a shift from 
acceptances to reserve credits, the reserve 
bank buying the acceptances. The use of 
the figure for reserve deposits as an indi- 
cator bearing upon interest rates or bus- 
iness conditions is thus surrounded by 
some rather serio difficulties, although 
at times and with full knowledge of the 
situation it may have useful 
cance. 

From what has just been said it may 
fairly well be concluded that the inter- 
pretation of our reserve bank statement 
is not easy, current “forecasters” to the 
contrary notwithstanding. In fact, it is 
of little value except as studied on a com- 
parative basis, figures being contrasted 
with thease of former times. Even this 
comparison will not be of much service 
unless it takes into account the statement 
situation of the member banks themselves. 
This latter has become a more complex 
matter of interpretation since the organi- 
zation of the reserve system. The main 
connection with it will be ex- 
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Industrial Securities 


$10,000 TO INVEST IN STOCKS 


In View of Unsettled Conditions Advice Is to Select Conservative Issues and 
Include Good Preferred Stocks 


1 have 


return on my investment and that have 


$10,000 on hand that I propose to invest in stocks that will give me 
prospects 
making the investment at this time and what stocks do you favor?—G. T 


a fairly liberal 
price. Would you advisx 
E., St. Paul, Minn. 


of advancing in 


We do not consider it a very good time to invest a large percentage of your money 
in common stocks in view of the critical European situation and the fact that securities 


are generally at a high level. There 
position and we 


half in preferred stocks that give you a 


consideration the following lst 
American Woolen ...... 
Detroit Edison - 
Atlantic Coast Line.... 
American Steel Foundries 
U.S. Rubber preferred 


Julius Kayser preferred 
\merican Water Works & 
Coca-Cola preferred ...... 
This would give you a 
appreciation in value of the principal. 


llectric 


are 
feel you could to advantage 
good return. 


Ist pid. 


well-diver sihied 


in a sound 


TIMKEN ROLLER BEARING 


Earnings on Favorable Basis 


Would like to know the latest earnings, 
capitalization and financial condition of Tim- 
ken Roller Bearing.—J. G. N., Philadetphia, 


Pa 


Timken Koller Bearing’s capitalization 
consists of 1,200,000 shares of common 
stock of no par value. For the six months 
ended June 30th, 1922, after deduction of 
depreciation and estimated Federal taxes, 
net profits were $4,095,630. These carn- 
ings were at the rate of about six and a 
half dollars a share on the present capi- 
talization. ‘The company is in strong 
financial condition with a working capital 
of about nine million dollars. It is the 
most important factor in its line which is 
the manufacture and selling of anti-fric- 
tion bearings for vehicles of all kinds. 
The company has greatly benefited by the 
activity in the automobile trade and, while 
this industry is prosperous, it should con- 
tinue to do well. 

INTERNATIONAL COMBUSTION 
ENGINEERING 


Has Well-Established Business 


of laternational Combustion 
appreciated.—-M. V. M., 


Your opinion 
Kuginecring will be 
Boston, Mass, 

International Combustion Engineering’s 
capitalization consists of 202,626 shares of 
stock of no par value. The bulk of the 
company’s business is automatic stoker 
devices, but it also has side lines such as 
the Lopulco System for burning coal in 
pulverized form. For the year ended De- 


cember 3lst, 1921, net profits after taxes, 
depreciation, ete., were $596,990, equal to 
728 


some common stocks, however, 

place half of your $10,000 in these and 
We are pleased to submit for your 
Dividend Price 

7 95 

Ss 108 

7 114 

3 36 

8 102 

x 102 

7 91 

7 94 
hist, a liberal return and prospects for 
nearly three dollars a share on the stock. 


In the first half of 1922 net earnings more 
than covered the dividend requirements 
and for the full year it is anticipated that 
the present dividend rate of $2 will be 
carned with a good margin to spare. We 
feel that the company has a sound busi- 
ness and that the outlook for future pros- 
perity is good. 


TWO SWITCHES SUGGESTED 
With Better Immediate Prospects 


What is your opinion of Central Leather 
common and Union Oil? I am holding both 
stocks at a loss.—V..B. L., Passaic, N. J. 


In view of the fact that Central Leather 
now has a big profit and loss deficit and 
is paying nothing on the preferred stock 
it will be a very long time, in our opin- 
before the common stock can ever 
receive anything and we feel that your 
position would be improved by switching 
into Spicer Manufacturing, selling at 21. 
1922 earnings are estimated at around $4 
a share and the outlook is for still larger 
earnings this year. It is one of the most 
important of the automobile accessory 
companies, its universal joints being con- 
sidered standard equipment. 

Union Oil of Delaware has been ex- 
changed for Shell Union. We do not feel 
that Shell Union has very good prospects 
of appreciating in value in view of large 
capitalization of 8 million shares and the 
low price prevailing for Coast crude and 
our suggestion is that you switch into 
Mother Lode Coalition selling around 11 
and paying $1 per share. This is one of 
the lowest cost producers of copper in 


10n, 


the world and should be able to maintain 
its dividend with the metal at 14 cents 





LEE RUBBER & TIRE 


Has Speculative Possibilities 


How are earnings of Lee Tire running 
what is your opinion of the stock?—S. L. M 
Atlantic City, N. J 


Lee Rubber & Tire for the nine mon 
ending September 30th, 1922, report 
$1.85 per share on its stock as comp: 
with $2.12 for the same period in | 
It was stated on November 17th, 1922 
that the company was entirely free 
bank loans and that sales of tires in 
nine months showed an increase over 
same period of the preceding year of | 
and tubes 40%. 

For the full year 1922 it would ap 
that the company will succeed in earning 
its present dividend of $2, which is a g 
showing as conditions generally were not 
good for the tire companies in that year 
With the outlook improved and the pric 
of tires increased a better showing is ar 
ticipated in 1923. We feel that the stock 
has rather attractive long pull speculative 
possibilities. 


CALLAHAN ZINC 
Increasing Operations 


Please let me have your report on Callu 
Zine of which I hold 300 shares at an aver 
price of 7% Would you continue to hold + 
-—-8. G. 


F., Kenosha, Wis. 

Callahan Zinc & Lead for the year 
ended December 31, 1921, reported 
deficit of $156,379, but the company was 
operating during that year. On 
November 1, 1922, however, the company 
resumed operations. In 1920, Callahan 
produced 38 million pounds of zinc, 
million pounds of lead and 332 ounces 
silver. Shipments from the compan 
mine November were 2 million pound: 
of zine concentrate, 785,000 pounds of lead 
and 6,800 ounces of silver. Shipments 
December were 3,400 pounds of zi! 
2,340,000 pounds of lead and 22,000 ounces 
of silver. This rate of production is 
slightly in excess of production of 1920 
when this company succeeded in earning 
69c a share on the stock. Capitalizatior 
consists of 500,000 shares of stock having 
a par value of $10. With the better prices 
prevailing for zinc and lead, earnings oi 
this company may warrant somewhat 
higher prices for the stock. In our opinic 
however, you would do well to switch int 
Butte Copper & Zinc selling around 10 as 
this company has resumed dividends. 
cents having been declared and we believe 
it has better prospects 
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CANADIAN CAR & FOUNDRY 
Deficit in 1922 


Back in the war boom in 1915 I pur- 

ised 25 shares of Canadian Car d 

yundry at around 100 and have been holding 

er sine2e without dividends, hoping that the 

mpany will come back. Would you advise 
to continue to hold the stock or accept the 
e loss?—J. N. M., Huntington Park, Cal. 








ot 


Canadian Car & Foundry for the year 
ded September 30, 1922, reported a 
heit of $586,632 as compared with a 
plus of $107,603 in 1921 and a surplus 
$539,387 in 1920. Capitalization con- 
ts of 7 millions of bonds, 7% mil- 
is of 7% cumulative preferred and 5 
llions of ordinary shares of a par value 
$100. In addition there is 1% million 
ip outstanding which was given to pre- 
rred stockholders in December, 1920, in 
ment for back dividends due. In Oc- 
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ciation as compared with $1,460,000 
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tober, 1921, the preferred dividend was 
passed and none paid since, so that there 
is 10%49 back dividends due. Company 
is in good financial condition, balance sheet 
as of September 30, 1922, 
rent assets of 4% millions as compared 
with % million liabilities. Ca- 
nadian Car & Foundry has eight manu 
facturing plants in which it produces fin 
the 


showing cur 


current 


freight cars or 


ished passenger and 
their construc 


various parts entering into 


tion. 
In view of the good financial con 
dition of the company -and the better 
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Inquiries on Public Utilities 


AMERICAN RAILWAYS 
Earnings Improved 

I will re- 

d to 

the common 

am @ holder.—A., 


appreciate some information in 
American Railways and your opinion 
and preferred stock, of which 
K., Pottstown, Pa. 
American Railway for the 12 months 
ding October 31st, 1922, showed net in- 
yme of $738,969 and a balance available 
wr dividends on the common stock of 
$305,635. For the year ending December 
Ist, 1921, net income was $564,082. As 
only takes $28v,000 to pay the 7% on 


he $4,000,000 preferred stock it would 
ppear that this security has attractive 
peculative possibilities at present levels 
f 71. There are $3,000,000 7% notes 
hich fell due February 21st, 1922, but 
0% of these were deposited for an ex 


nsion of three years. 

A refinancing plan has just been ap- 
roved by which the accrued dividends up 
» Nov. 1, 1923, on the preferred stock 
ill be paid off through new preferred 
tock to the amount of i19144% of hold- 
igs. Further quarterly dividends will be 
paid in preferred stock until the company 
as accumulated a 1 million dollar sur- 
lus when cash dividends will be resumed. 
Name of the company has been changed 
» American Electric Power Co. The 
ommon stock is not very close to divi- 
ends but in view of 
refinancing plan 
wssibilities. 


good earnings and 


his it has speculative 


CITIES SERVICE 
Capitalization and Earnings 

Will appreciate the latest figures you have 
in regard to earnings of Cities Service. What 
8 oa prese nt capitalization of the company? 

“iV. . . 

The capitalization of Cities Service Co 
‘onsists of $29,593,000 funded debt; $78,- 
593,932 6% cumulative preferred; $3,446,- 
970 Series B second preferred and $6, 
511,016 common stock having a par value 


of $100. Included in the amount of com- 
mon stock outstanding are 95,000) shares 
leposited with the Bankers Trust Co 
gainst which 950,000 “Bankers” share 


have been issued, each Bankers share rep 
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for 


resenting a 1/10 interest in the deposited 
shares of Cities Service common stock 
Dividends on the Bankers shares are be 
ing paid at the rate of 17¥%c. monthly in 
scrip, 5c. redeemable for cash and 12%c 
for stock. For the year ended Decembe: 
31, 1921, 13.04% was earned on the com 
mon stock which is equal to $1.30 per 
share on the Bankers shares and on basis 
of monthly reports earnings for 1922 will 
be approximately the same. 


DETROIT EDISON 
A Sound Public Utility 





is r of 50 shares of Detroit Edis« 
ould i your opinion as to the outlook for 
this security Paying 8% the stock would 
scem attractive at present price of 108 if the 
dividend is secure and I am contemplating the 


shares.—H. F 


purchase of an additional 50 


N., Flint, 


Mich. 

Detroit Edison for the year ended De 
cember 31, 1922, reported net income alter 
deducting depreciation equal to $10.48 
the stock which 
pares with $10.17 a share earned in 1921 
The balance December 31, 
1922, shows an improved financial condi- 
tion, cash on hand being 2% millions and 
bank loans all paid off. While the com- 

has been paying cash dividends of 
a year since 1916, average annual in- 
come to stockholders over a ten-year px 
riod has been approximately $9.75 a share 


share on common com- 


sheet as of 


pany 
S% 


due to the value of subscription rights 
given from time to time. While margin 
of earnings over dividends does not ap- 
pear large, the showing is really better 
than it appears as depreciation charges 
have been very liberal. In 1922, the com- 


pany charged off $2,415,000 for depre 





in 1921. Detroit is one of the fast- 
=] est growing cities in the United 
States and we can see no reason 
why Detroit Edison should not continue 
to do well in the future. The 8% divi- 
dend appears reasonably secure and at 


present price we consider the stock an at- 


tractive specvestment. 


PUGET SOUND POWER AND 
LIGHT 


Common Yields 7.4% 


In looking over various public utility stocks 
I note that Puget Sound Power € Light com- 
mon, selling around 54, is paying $4 a share 
which gives a very good return I not 
f with the company and will be 
give me some information as to 
earnings, etc., before makina a 


H., Dexter, Me. 


am 


mmiliar pleased 


to have you 
capitalization, 
purchase.—G. G 

Puget Sound Power & Light capitali 
zation consists of $41,692,000 funded debt, 
$3,812,560 7% preferred, $14,793,667 6% 
preferred and $20,128,425 common. Bal- 
ance sheet as of December 31, 1921, shows 
hand of 1.3 millions, notes and 


cash on 
accounts receivable 1.9 millions as com- 
pared with current liabilities of 2 millions 


In April, 1919, the City of Seattle deliv- 
ered to the company 15 millions 5% util- 
ity bonds in payment for the Seattle 
Street Railway system and the company’s 
business now consists of commercial elec- 


tric lighting and power in the Puget 
Sound District. In the years 1920, 1921, 
and 1922, earnings of the company were 


about $8 a share on the stock or double 
resent dividend payments. Previous to 
1920, earnings were not on as favorable 
ranging from $1 to $2 a share in 
the years 1913-1919. However, there 
would appear to be no good reason why 
earnings should not continue on the pres- 
favorable and the 
stock at present price of 54, yielding 7.4%, 
an attractive issue. 


] 


aS1S, 


ent basis we consider 


BRAZILIAN TRACTION 
Exchange a Factor 


I am interested in Brazilian Traction, Light 
€ Power and will be pleased to get your re- 
port on this company. Do you consider the 
present $4 dividend on the common stock 
easonably sccure?—D. L. P., Moutreal, Can- 
ada, 


Brazilian Traction, Light & Power Co 

1921 earned $2.47 a share on the com 
mon stock as compared with $5.06 in 1920 
This falling off in earnings was largely 
to the drop in Brazilian 
which averaged 12.50 cents in 1921 as 
compared with over 20 cents in 1920. Ex- 
change is still around the 1921 levels, so 
that there 


due exchange 


has been no improvement in 





complete analytical reports on 


supplied for $25. 
and desirable switches suggested. 
the present free service supplied by 





SPECIAL REPORT DEPARTMENT 


E have had so many requests for special reports on lists of securities and for 
W individual 

organized a Special Report Department to handle this work. 
with the amount of research work necessary but in all cases estimates will be submitted. 
A complete report on any stock or bond listed on the New York Stock Exchange will be 
In analyzing lists of securities definite recommendations are made 
This new service does not in any way 
Inquiry Department to 
entitles them to a brief report on any three securities. 


the 


stocks and bonds that we have 
Charges will vary 


interfere with 


subscribers which 
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this factor. Earnings of the com- 
pany, however, have shown a 
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underlying bonds of which $1,182, 
000 will be retired October 1, 1923. 
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very substantial improvement, net 
earnings for the 11 months ended 
November 30, 1922, being 27,352,000 
milreis ahead of 1921, so that for the 
full year 1922 the present dividend of 


$4 will probably be covered with a 
small margin to spare. Since the 
company passed its dividend in March, 


1917, surplus earnings of between 15 and 
20 million dollars have gone into better- 
ments and improvements. The dividends 
were omitted not so much through lack 
of earning power as on account of the 
loss in exchange in transmitting divi- 


dends. In regard to a continuance of the 
dividend the present rate exchange is nat- 
urally an important factor and any lower- 
ing of the present rate would be likely 
to influence directors to take adverse divi- 
dend action. Under these circumstances 
the stock should be regarded as specula- 
tive but at present levels of around 44 is 
not without possibilities for enhancement 
in value as earnings, financial and physical 
condition of the property are good. 





New Security Offerings 


FISHER BODY 6% NOTES 
A High Grade Issue 


glad to get your opinion of Fisher 
Notes.—D. K. H., Newark, N. J. 


Will be 
Body 6% 

Fisher Body Corporation $20,000,000 
6% Notes are a direct obligation of the 
company and the indenture provides that 
while any of the Notes are outstanding the 
company or any of its subsidiaries cannot 
mortgage or pledge any property, except 
by purchase money mortgages on new 
property acquired up to 75% of the value, 
It is also provided that the company will 
not pay any dividends which would reduce 
current assets to an amount less than the 
notes outstanding, and all other indebted- 
ness. Average annual earnings of the cor- 
poration and wholly owned enterprises ap- 
plicable to interest, after depreciation but 
before taxes, for the 5%4 years ended Dec. 
31, 1922, were over 5%4 times the annual 
interest requirements on the Notes. The 
consolidated balance sheet as of Dec. 31, 
1922, after giving effect to this financing 
and to the sale of an additional 100,000 
shares of common stock, shows total net 
tangible assets applicable to these notes of 
63.6 millions and net current assets of 35.1 


million. Maturities and yields at offered 
price follow: 1924, price 100.48, yield 
5¥%2%; 1925, price 100.47, yield 534%; 


1926, price 100, yield 6% ; 1927, price 99.56, 
yield 614%; 1928, price 98.94, yield 614%. 
We consider this an attractive high grade 
short term security. 


YADKIN RIVER POWER 5s 
Yield 6% 

Are Yadkin River Power Co. 5% bonds 
recently offered an attractive investment from 
the viewpoint of safety and yield?f—H. H., 
Waterbury, Conn. 

A yield of 6% on good first mortgage 
bonds of public utility companies we con- 
sider attractive. Yadkin River Power Co. 
$4,000,000 Ist mortgage 5s due 1941 are 
secured by a direct first mortgage on all 
the physical property of the company. 
Earnings for the three years ended Dec. 
31, 1922, averaged about $700,000 as 
against interest requirements on this issue 
of $375,000. Additional 
be issued for not exceeding 


bonds only 


80% 


may 
ot cost ol 
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permanent improvements and additions and 
for purchase of securities of other com- 
panies only if net earnings are twice in- 
terest charges. At offered price of 89 to 
yield 6% we consider these bonds a good 
investment opportunity. 


REPUBLIC IRON & STEEL 5%s 
An Attractive Investment 


How would you rate Republic Iron € Steel 
refunding and general mortgage 5%% bonds 
recently offered?—-A. M. M., Rock Island, Ill. 

We would rate Republic Iron & Steel 
$10,000,000 refunding and general mort- 
gage 544% bonds Series A due 1953 as a 
good middle-grade bond. They are se- 
cured by a mortgage upon all the com 
pany’s real estate, plants, mineral and 
leaseholds, subject to the lien of the mort- 
gage securing the company’s 5% bonds. 
The entire bonded debt of the company in- 
cluding the present issue is 23 millions as 
compared with assets valued at over 112 
millions. Net quick assets alone are in ex- 
cess of the bonded debt. The company 
has decided upon a construction program 
which it is estimated will be completed by 
Jan. 1924, which will increase produc- 
tion and is expected to bring about econ- 
omies in operation. The management 
estimates that this program will increase 
earnings by 1% millions annually, meas- 
ured by present costs and profits. In the 
ten-year period ended Dec. 31, 1921, net 
earnings, after deducting depreciation, de- 
pletion and taxes, have averaged over 6 
millions, or about five times interest 
charges including the present issue. At 
the offered price of 94% to yield 5.9% if 
held to maturity we consider these bonds 
an attractive investment. 


EASTERN WISCONSIN 
ELECTRIC 6s 


Yield 6.65% 


Do you consider Eastern Wisconsin Electric 
6% bonds offered at 92% to return 6.65% suf- 
ficiently well protected for a business man’s 
investment?—J. G. H., Milwaukee, Wis. 

Eastern Wisconsin Electric Co. Ist Lien 
aud Refunding 6s Series A are secured by 
mortgage on all the property of the com- 
$3,847,000 outstanding 


pany subject to 





They are further secured by $1,- 
852,000 Ist mortgage 5s deposited 
with Trustee. Net earnings for the 12 
months ended November 30, 1922, were 
$538,180 as against interest charges includ- 
ing this issue of $307,370. The company 
is serving 25 communities with an esti- 
mated population of 110,000. We consider 
the bonds a good business man’s invest 
ment. 
BETHLEHEM STEEL 5's 
Yield 6% 

Bethlehem Steel Co’s. new bond issue I not« 
is offered at a price to yield 6%. If you cor 
sider these bonds a good and conservative t) 
vestment I intend to make a purchase as the 
return is about what I average on my bond 
holdings.—R. T. D., Bay City, Mich. 

Bethlehem Steel $25,000,000 Consolli- 
dated 5Y%4s Series B due 1953 are a direct 
obligation of the company and have a total 
lien (direct or through pledge of stocks), 
upon all the plants and raw material 
properties of the system having a de- 
preciated book value of 265 millions, sub- 
ject to approximately 101.5 millions under- 
lying bonds in the hands of the public 
The mortgage will share in prior liens 
through pledge of nearly 25 millions of 
bonds of the same issues. Additional Con- 
solidated mortgage bonds may be issued 
for the retirement of underlying issues and 
for not exceeding 80% of the cost of in- 
vestments in properties. For the eight 
years ended Dec. 31, 1922, combined earn- 
ings of Bethlehem and Lackawanna, after 
depreciation, depletion and taxes, averaged 
more than 3.6 times the total interest 
charges including this issue. In these 
eight years, combined dividend payments 
have totaled 65% millions, in comparison 
with over 115 millions put back into the 
business. Proceeds of this issue are to 
provide funds to retire the Ist mortgage 
bonds of Lackawanna due April 1, 1923, 
and unconverted balance of Bethlehem 7% 
notes due July 1923. At offered price 
of 93 to yield over 6% we consider this a 
good bond in which to place a portion of 
your funds. 


CUYAMEL FRUIT STOCK 
A Speculation with Possibilities 
What is your opinion in regard to making 


an investment in Cuyamel Fruit Co. stock ?— 
G. K. M N York City 


Cuyamel Fruit Co. stock should be con- 
sidered more in the nature of a speculation 


than an investment in our opinion. As a 
speculation, however, it is not without 
possibilities for enhancement in value. 


The stock was recently offered at 53.50 to 
the public. Capitalization consists of 
$3,325,000 Ist mortgage bonds and 250,000 
shares of stock of no par value. The 
company’s banana business has increased 
from 275,000 bunches in 1912 to 5 millions 
in 1922 and estimate for 1923 is 6 millions 
Net profits for 11 months ended Nov. 30, 


1922, were $1,501,802 compared with 
$1,367,244 m 192] Book value of tock 
is $54.50. 
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Income Tax Department 


Conducted By M. L. SEIDMAN, C. P.A. 


I. close of the calendar year means 
for most business organizations the 
taking of inventory to determine 
or loss. The discussion of inven- 
under the Income Tax Law should 
ore be particularly timely and hence 
ve the topic for this article. 
s apparent that in businesses involv- 
1c purchase and sale of merchandise, 
tory must be taken in order that 
or loss can be determined. How 
ventory shall be taken under the tax 
has been a question continually both- 
business executives. 


An Inventory Ruling 


the end of 1920, because of the pe- 
r conditions then existing, the In- 
Tax Department ruled that no mat- 
yw inventories were previously taken, 
could be valued at cost, or cost or 
et, whichever is lower, for the close 
20; and that the basis then adopted 
thereafter be consistently employed. 
e Revenue Act of 1921, however, un- 
which income taxes for the year 1922 
to be filed, does not lay down any 
fic method of valuing inventory. All 
quires, is that the inventory conform 
1¢ best practice in the trade, and truly 
ct the income. It is apparent, there- 
that the taxpayer is not tied down 
iny general or arbitrary rules with re- 
t to the valuation of inventory but 
adopt any proper basis. 
he basis of inventory valuation most 
monly used is that of cost, or cost or 
ket, whichever is lower. If the latter 
mployed, it must be applied to each 
1. In other words, if 10,000 units were 
hased at 5c. each, or $500, and 10,- 
other units were purchased at 6c. each, 
$600, and the entire 20,000 were on 
id at the close of the year, each pur- 


hase would have to be compared with 





market value then existing. If, there- 
», the market value of the units at the 
ntory date was each, 10,000 
s must be included in the inventory 
c. and 10,000 at 5%c. 
n arriving at “cost,” where the inven- 
items can be identified as coming 
m specific purchases, the cost price of 
se purchases should be used. Where, 
vever, as is more common, the same 
chandise has been purchased at differ- 
prices throughout the -year, and the 
entory on hand at the end of the year 
not be identified to specific purchases, 
should be valued at the latest purchase 
ec. In the event, however, that the 


5c. 


+ 


ount on hand is greater than the 
ouvt purchased at the last price, the 
ance should be valued at the next to 


last purchase price and so on 
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Thus, if in taking inventory it was 
found that there were 100,000 units of a 
certain article on hand and that the last 


three invoices for that article were Sey 
tember Ist, 50,000 at $1.50, October Is 


) 


t, 


20,000 at $1.20, and December Ist, 50,000 


at $1.50, the inventory figure would | 
arrived at by taking the cost of the entit 
last two purchases, which would absor 


t 


b 


70,000 of the units and 30,000 would be 
valued at $1.00, the price of the Septem 


ber Ist lot. 





HIS is the fifth of a 

series of articles on the in- 
come tax requirements which 
will appear in this publication 
regularly. Mr. Seidman is a 
well-known tax expert and 
has written numerous articles 
on taxation. Mr. Seidman will 
answer any question on the 
subject directed to him by 
our readers. Such questions 
should be addressed to this 
paper, in care of the Tax 
Editor. To receive attention, 
all communications should be 
signed by the writer and 
submitted not later than 
March |. The Department 
will conclude with the final in- 
stallment in the March 3 is- 
sue. 











By “market” is meant the bid price 
may be available at the date or 
nearest the inventory. 


a> 


dates 


The question of cash discounts always 


raises an interesting point. The regul 


tions permit two methods of treating cas 
The first is the one popularly 


discounts. 
employed, namely, that of deducting tl 
discounts from the purchases and accor 


i 


h 


1¢ 


1- 


ingly reducing the cost of the goods sold. 


Where this method is used, the invoice 
would be entered at the net price afte 
allowing for the cash discount. 


ventory would be taken. 


Ss 


r 


It would 
be this price, therefore, at which the in 


The second method is, to ignore tl 
cash discount insofar as its effect upon 
either the purchase price or inventor 


value is concerned. Under this methox 


y 


l, 


the cost of the goods is reflected at the 


invoice price and is, therefore, included i 
the inventory at that price. 


The Department has regulated, how 
ever, that certain methods of valuing ir 
ventory will not be accepted and thx 

I, " 
nelude 


n 


the reserve 


1 
changes oT 


] Taking from 


miventory a 
an estimated de- 


for price 
preciation in the value thereof 
Taking work in process or other parts 
of the inventory at nominal prices or 
at less than its proper valuc 

the stock on 


3. Omitting portions of 
hand. 

1. Using a nominal called 
normal quantity of materials or goods 
in stock 
Including stock in transit either 
shipped to or from the taxpayer, tith 


value for so 


to which is not vested in the taxpayer 
As the inventory automatically deter- 
mines proht or loss, it is obvious that tax- 


must be extremely careful about 


its valuation 


payers 


So many questions have been submitted 
with respect to the advisability of a joint 
return being filed by a husband and wile, 
that this article will be devoted for th« 
discussion of the subject 

There are many cases where a man will 
income from invest 
ments, or from a business, while his wife, 
too, will have income on her own account 
Very often the wife enjoys income from 


have an salaries, 


trust funds set aside for her benefit « 
from bequests made to her. She may 
have investments of her own, or receive 


a salary, etc. As the income tax law per- 
mits husband and wife to file either one 
joint return, or separate returns for each, 
it is apparent that taxpayers should know 
which is the more advisable. 


Filing a Joint Return 


\ joint return means the filing of 
return for incomes of more than one pet 
In computing the tax on a joint re- 
turn, the basis used is the same as if the 
income belonged to but one person. So 
too, with exemptions and credits. Only 
one exemption taken in a joint 
return, namely, $2,500 if the joint net in 
not in excess of $5,000, and $2, 100 


son, 


can be 


come 158 


if the joint net income is more than 
$5,000 
Further evidence that the law looks 


upon the joint return as that of one indi- 
vidual is furnished by the fact that unless 
the combined net $2,000 or 
more, or the combined income is 
$5,000 or more, a return need not be filed 
at all by either spouse. This applies even 
to the net income of the if consid 
ered independently, would be sufficient to 
a return being filed. Thus, where 
income ot the is $2,500 
net lo ustamed hb the wile i 


(Please turn to pa /49) 


income is 


gross 


one, 


require 


the net 
d the 


hushand 
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one 
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TRADE TENDENCIES 
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Price Advances Broadening Out 


Higher Prices and Increasing Sales Presage 
Good Year—Export Trade Unexpectedly Strong 





STEEL 





Prices Advancing 


HE action of the leading steel in- 

terest in advancing prices on pipes 

and certain other lines is taken by 
the trade to indicate that the recent price 
advances all along the line are justified 
by trade conditions, as the Corporation is 
notoriously slow in advancing prices un- 
less it is sure of maintaining them for 
some time. Independents in the meantime 
have been announcing new increases al- 
most every day in semi-finished lines, and 
such products as sheets, plates, hoops, etc., 
are becoming difficult to obtain even at 
advancing quotations. 

At the other end of the industry, how- 
ever, coke output is moving up steadily 
while prices are weakening, and as ore re- 
mains low profit margins for steelmak- 
ers are widening. Pig iron is showing 
signs of weakness under the pressure of 








(See Footnote for Grades Used and Unit | 
of Measure) | 





COMMODITIES 

7-——1922—, 1923 

High Low  Last* 

Steel (1).......$40.00 $28.00 $39.25 

Pig Iron (2) 34.00 17.75 26.00 
Copper (8)..... 0.143% 0.12% 0.157, 
Petroleum (4)... .50 3.00 3.77% 
Coal (5).... 5.75 1.75 3.12% 
Cotton (6). 0.2634 0.17 0.28% 
Wheat (7). 1.46 1.014% 1.20% 
Corn (8) 0.7834 0.47 0.72% 
Hogs (9) 0.105g 0.08 0.0854 
Steers (10)...... 0.1034 0.08% 0.10% 
Coffee (11) -- 011% 0.09% 0.1234 
Rubber (12) 0.27 0.13834 0.3434 

Wool (13).... 0.57 0.45 0.56 

Tobacco (14) 0.20 0.18 0.18. 
Sugar (15).. 0.053%, 0.038% 0.05% 
Sugar (16). 0.0753 0.0434 0.06% 
Paper (17) 0.04 0.03% 0.043, 

* Feb. 7. 


(1) Open I billets, $ per ton; 4 
= > ee ton; (3) Electrol 
CS" Fetnayivania, $ & 
Pool N o. 11, $ er ton; 56°) ee 
New ork, c. | (7) N ed, 
Chicago, $ per ; (8) No. 3 Yellen 
Chicago, $ per me bushel: (9) Light, Chicago, 
$ per poun ; (10) Top, Heavies, Chicago, 
. per Ib.; (11) io, No. 7, Spot, c. _ 
(12) First ie crepe, c. per I 
iis) Ohio, Delaine, unwashed, c. per Ib. ; 
(36) ae ony Kentucky, — = 
; (15) Raw Cubas 96° Full Duty, c 
(16) Refined, c. per Ib.; (17) i 
ae, per carload roll, c. per Ib. 
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the huge output of coke, and there have 
been few actual transactions in this com- 
modity for the past few days, buyers pre- 
ferring to stay out of the market in the 
hope of obtaining somewhat lower prices 
when the reductions in coke are an- 
nounced. 

There is considerable difficulty in mar- 
keting foreign iron which has recently 
been sold to this country, as prices appar- 
ently were fixed in anticipation of a fur- 
ther price advance in domestic iron above 
current levels. This advance has not yet 
materialized, and in view of the coke and 
ore situation probably will not. 

While the logical development would be 
for steel to follow coke and iron in the 


expected price softening, it is believed 
that the actual trade demand for steel 
products and half-products will be suf- 


ficient to keep prices at around their pres- 
ent levels for the near future, while fur- 
ther advances are expected in many 
branches of the industry to bring them 
into line with others which have already 
moved up. 

Trade activity continues heavy in the 
oil business, as well as in the automotive 
and equipment fields, and orders from 
this source have been keeping the books 
of steel plants filled for several months 
ahead. There is even a tendency to con- 
tract for deliveries well into the second 
quarter, but this is being resisted by the 
steel mills, who are in no hurry about de- 


liveries. The Corporation, for instance, 
while maintaining relatively low-card 
prices ior plates, shapes and bars an- 
nounces that they are for delivery in 


Under the circum- 
buyers to fill 


“four to six months.” 
stances, the tendency is for 


their spot requirements from jobbers, 
whose stocks are ample for the time be- 
ing. 





OIL 





Strengthening Position 


Recent advances in gasoline prices over 
a considerable Eastern territory empha- 
size the strong statistical position of the 
dustry, in spite of the huge accumyla 
tions of refined products in the hands ol 
reliners and dealers. In view oi the strong 
consumptive demand, business continues 
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THE TREND 


STEEL — Corporation 
Profit margins widening 


increasing 


prices. 
as coke and ore stay low. Heavy 
oil, equipment and automobile 


business. 


OIL—Prices continue advance, in both 
crude and refined. Export demand 
shows steady growth. Kerosene a 
weak spot. 


METALS—Copper at new high for 
movement. Export demand re- 
vives, with Germany eliminated. 


SUGAR—Advance in raw and refined 
progressing. Europe’s purchases 
apparently sustaining market. 


| 

| 

TEXTILES — Cotton resumes upward 
march, after technical readjust- | 
ment. Cotton goods trade broad- 
ening out. 


RUBBER—Plans for stabilization at 
35-cent level. Tire outlook prom- | 
ising. Market dull pending devel- 
opments. 


SUMMARY—Price advances have in- 
dicated fundamental strength in most 
commodities, while volume of sales has 
been increasing. If present conditions 
continue, profits should be much high- 
er in 1923 than last year. Export 
trade in certain lines shows more re- 
sistance to unfavorable European de- 
velopments than expected. 

















at the higher price level, though 
rush stocks to mar- 


active 
there is no anxiety to 
ket. 

Crudes of most varieties are being ad 
vanced at short intervals, without any ap- 
parent recession in demand. Production 
remains close to record high levels, with 
small fluctuations in either direction, 
Western fields being particularly active 
in increasing their output. 

Kerosene is about the only weak spot 
in the situation, suffering from a dan 
ming-up of the usual export outlets b 
cause of the unfavorable European sit 
uation. Price cuts have been announce! 
in some districts, and may be expected t 
extend further. This is all the more r« 
markable as other refined products, not 
ably gasoline and lubricating oils, ar 
moving in good volume to Europe. Ther: 
is even considerable expectation of a1 
advance soon to be announced in expor' 
prices in these lines. France particular 
ly is buying fairly large quantities. 

Bunker and fuel are holding wy 
well, some large trausgctions haying bee 
cflected recently, and a= price advane 
would not be surprising. Gas oi ts stead 

(Please turn to page 760) 
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One Out of Seven a 


General Motors Car 


SS 1909 General Motors has pro- 


duced over 2% million passenger 


cars of which more than 114 million are 
now in service. There are in use 10 mil- 
lion passenger cars of all makes, so that 
at least one automobile in every seven is 
a product of General Motors. 

It has been estimated that an average 
of three telephone calls are made each 
day on every telephone instrument; and 
that every automobile averages 21 miles 
of travel a day. 

Then for comparison it may be stated 
that every time the telephone rings a 
passenger car somewhere has travelled 


Ad booklet entitled “PasseNGER AND 


tailed information, will be mailed if a 


ent of Financial Publicity, General 


GENERAL 


BUICK CADILLAC CHEVROLET .: 


Fisher Bodies 


Harrison Radiators 


Remy Starting Systems 


Jaxon Rims 


New Departure Ball Bearings 


_ 


OAKLAND 


Delco Starting Systems 
Klaxon Horns 


Brown-Lipe-Chapin Differentials and Gears 


seven miles: or seven passenger cars hav e 
travelled one mile. And of these seven, 
one is a General Motors car. 
The names of the passenger and com- 
mercial cars made by General Motors are: 
BUICK OLDSMOBILI 
CADILLAC OAKLAND 


CHEVROLET GMC TRUCKS 


If every General Motors car carries an 
average of but 2 persons daily, and trav- 
els but 20 miles for only 300 days a year, 
there are carried over a billion passengers 
annually, or approximately as many as 
are carried by all the steam railroads in 


the United States. 


Commerciat Cars,” groing de 
request is directed to the De pari 
Motors Corporation, N Y 


MOTORS 


OLDSMOBILE GMC TRUCKS 


Delco Light and Power Plants 
Hyatt Roller Bearings Frigidaire 
Lancaster Stee] Products 


AC Spark Plugs 


General Motors Acceptance Corporation finances distribution of 
P P 


General Motors products 
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BOOKLET "period "ar 
Period pone Period 
om Last Divd 
on 1909-18 1914-18 1919-1922 ——-19238-—. Sale $ per 
RAILS: High Low High Low High Low High Low Feb.7 Share 
GURIED socccecececoseens 125% 90% 111 75 108% 81% 102% 100 101) 6 
STANDARD  aaatetlpaptt "106% 96 102% 75 951, 72 90% 88% 90 5 
OIL I} Atiantic Coast’ Line. 2.1.77 14854 102% 126 797% 124% 77 11954 110% 11996 7 
Baltimore & Ohio......-.- 122% 905 «98 = 884604 BIH R75 40 «Bl 
ISSUES Bk Pkdcecneceua onan 77 80 a 664 88% 60% 57% 60 4 
Canadian Pacific........ .-.283 «= «165 820% 126 170% 101” 18734 140K, 147% 10 ' 
Chesapeake & Ohio......- 2) 92 61% 71 5% 7 44 «7% #6 7 4 
Ches. & Ohio Pfd.. pada aie si a 105% 100% 102), 10174 $1024 6% 
C. M. & St. Paul.. 165% 06% 107% 385 52% 16% 2 205, 24% 
; ak Walleacesaceneces «181 130% 143 62% 76 29 41% $2', 40 
Chicago & Northwestern....198% 123 186% 85 105 69 85%, 77 84°, 5 
| Chicago, R. I. & Pacific.... .. oa 455, 16 50 22% 36% ##31% 36%, . 
This B Do. a% Pid nats seen os a + A s. 106 A 94 893, 1944, 7 
S . 2. 9 ° > paper i ae 4 3% 84 817 83), 6 
u ooklet, which is | | Delaware & Hudson........ 206 «1474 158% 8T”:—«iLA,s«BBMG 120-1038 119 9 
now ready for distribu- | a Lack. & W.....- a -f ts _ * oF wt a 129%. 122% %128% 84 
2 BED cccenegegccecoceoeeees 4 13% 104, 13 
Oo iS ¢ . | Do. ist Pfd...... eeeeeee ro 264% 654% 15% 33 11% 205 15 195 ( 
tion, gon ll of the | ee 2nd Pid eune RHE: 89! 19% 3% 13% 23% % 4% 11% 14% | 
recet “h; ve ; - a sreat orthern Pfd........157% 115% M 100% 60 77 71 765 5 ( 
ent changes in capi I Imtects Contel....... SSITaa 108s 16 8534 11534 80% 118), 1101s, 7 
talization and other | Kansas City Southern....... 60% 21% 85% 18% 287 13 23% 18% 22), 
: a ae ee erapaaientetess 15% 66 65% 40 59% 40 55 52% 154 4 
matter revised to date. — pttist Vong "71214 62% «(87% 50% 72 89% TlH 66, 694 3 
ii} Louisville & Nashville... ...170 121 141% 103 144% 94 140 130 140 7 
Mo., Kansas & Texas... 51% 17% 24 8% *19% *% 16% 13% 16 pe 
_“h  aeieeiinair regen 78% 46 60 6% *48% 2 43 37 424% .. 
ORE SNE cccdensns seceee®?7¥% *21% 838% 19% 387 11% 19 15% 18% .. ( 
| yD: Pid. «see eeee er ecem 64% 87% 63% 838% 473 41% 47% . 
Y Central. inc ch atacinacdi 147% 90% 1144 62% 101% 64% 296}, 93 95%, 5 
vom ‘s N. Y., Chicago & St. Louis...109) 90 90% 55 914% 28% 84 78 82 5 
»pics will be supplied free N. Y., N. H. & Hartford. ...174% 6554 89 21% 40% 12 22:44 16% 22% ( 
on request for Rooklet M-5 N. Y.. Ont. & W -+ 55 35 17 30% 16 21% 19; 21y, 2 
. Norfolk & Western. f 1473 9254 125% 84% 115% 109% $1144 7 ( 
Northern Pacific........+++ y 118 75 997 61% 78% 72 77% = iB | 
| Pennsylvania .....c.c.e0ses 61% 40% 49% 82% 473, 46 46', 3 
Pere Marquette. .......--++« 4 38% 9% 40% 1214 407, 36 403 . j 
i ae Th cenesaxnew 40% 17% 94 21% 39% 33% 3834 
TIE vais wanaueaanmel 115% 60% 108 60% 81% 7634 80 4 
| 3 aeeeter 46 34 61 32% 56% 52 56 2 
| Do. 2nd Pfd Heer 52 33% 65%. 88% 66% 51% 55 2 
CARL H. PFORZHEIMER & CO} s*. Lowis-gan Francisco. Boy $1 38h 104 85 L878 | 
* St. Lous outhwestern ‘ 40 7 467 37 46', 
Dealers in Standard O1! Securities Southern Pacific ....... eK H M 118% §87% 945 87 93 6 : 
in wend a 3 Y%Y 33% 17% 82 24% «31 
25 Broad Street New York pO PEA. 5 eee cece ce eeen A 48 e542 72% 42 69 64% 694 5 ' 
Rc wasdeeneee -- 40% % “% % 70% 1 2434 1934 23 
Phones: Broad 4860-1-2-3-4 Se PEs ccnccesccenad 219 187% 164% 101% 1544 110 141 135% 141 10 
Th, IE ccnvcentesneveull 118% 79% 86 69 80 61% 76% 74% 76% 4 ! 
WENGER o.ccccocveccoesccees *27% *2 17% 7 14% 6 10% 8% 10% 
i EN ceca *61% %6% 60% 30% 38 17 29% 23% 29% 
= & Seepeneppies 32% 18 25% 12% 20 16%, 20 
Western Maryland ........- *56 #40 23 9% 17% 8% 12% 1054 12% 
Western Pacific ......-e.e0 «+ a 25% ii 40 18% 20 16 19 os 
MAIL a Ree ; 64 35 78 51% 60% 56% 60 ey 
Wheeling & Lake Erie.......*12% *2y 27% 8 18% 6 9% 8% 934 
INVE M INDUSTRIALS: 
Adams Express..........++ 270 90 154% 42 84 22 73% 68 71% 4 
“Seay “a ee - os . a14 34 80 71% 77 4 
iM ccccnniienannceneles ie ee a 115% 83 111% 109 #1109: 7 
SERVICE Allis Chalmers... ........-+++ 10 7% 49% 6 59% 26% 60 45 497% 4 
ag eezaboipleseeiatetsint 43 40 92 82% 104 67% 97 94% 96 7 
fas, Bee. CR. 0c ccvcccess 63% 33% 106 47% 1184 26% 82% 29% 3164 .. 
eRe 105 90 103% 89% 103 51 62 58% 62 
Our Mail Investment Department 9 — ~~ ceeccocceres 77 19% 1084 19 saat oor 40% 36 40.4 
. . , m. Bosc a. «iow ine eealit ae -_ sin 7 1% ; 423 7 40: 
keeps in touch with each one of am. Can ....- _ ini cletcpin aiy 06% «68% O18 COBY, 21M «90 73% 88S 
our out-of-town — customers and Do. Pfd 98 114% 80 113% 72 113 111% 11234 7 
helps him select investments most Am. Car & Pay. 36% 98 40 201 84% 186 178 184'4 12 
suitable and desirable to one in his Do. Pfd.. 107% 119% 100 126% 1054 125% 123 125% 7 
circumstances. An. eee oi. ta seen 4 ory 13% 20% 15 17% 
| o . ne 93 33% 38% 25% 33 ol 
, — I Amer. Express.....0..c0e- 94% 140% 77% 175 76 142 133 140 ~ 
eo i ls 1 | ee rr 1s eC 
rst 2 : oO. Ginc ccc eewereneenee ve 
ticians and in that way keep in JP Am. Tee... ..seceeeceeeeee oe ra 49 8% 122. 387 107 98Y, 108 _ 
close contact with changing market Am. International .........- en 624 12 132% 21% 28% 24% 7% 
conditions | Am Linseed .ccccccccccces 20 6% 47% 20 95 17% 33 294 $144 
Se UN iid heats ~ 74% 19 98% 46% 1364 658 1297 120% 123 6 
If you live out-of-town there is no “ —-" wea... _peenenweneeet 1 75 109 93 toe at 1 ; 119% 122 7 
reason why you cannot satisfac- m Salety Kazor.....+++- se .- . + m “a 67% 8 25 
torily invest your funds with the Am. Ship & Com.........- “sce - - 7 47% 4% 21% 18's 19%« 
helpful co-operation of our Mail Am. Smelt. & Ref.....-++-- 105% 444 128% 50% 8934 29% 62% 53 6154 
pf “g See eineneed 116% 98 118% 97 109% 63% 101 98% 100% 7 
Service Department. Am. Steel Fays at ieialaaeem actin 74% 24) 95 44 50 18 3854 35% 238i. 3 
Do. Pfd... - - - 107 78 104 102 1104: 7 
Am, Sugar 99% 126 89% “i4s% 475% 80% 76 80 
‘ P Do. Pfd 110 123% 1 119 67% 106 102% 1106 7 
We shall be glad to mail Am. Sumatra betes ee 1454 15 120% 23% 29 244 28 
Do. Pfd.. ne te 103 75 105 52% 56! 5534 «$5654 
a copy of our Booklet Am. Tel. 101 134% 905% 128% 92% 124 121 122 9 
An. Tobacco ° 200 256 5 ety, 1564 150 156 12 
“ ° 59? @. Deeccecoe ne os . os “% 54 
Investing by Mail Am. Woolen .... 15 60% 12 169% 655% is Ses + 
awe Pid 74 168 73% 114 88% 111% 109% 110% 7 
: naconda 27% 105% y y 3 507 45! 48° 
to those interested, on request |] Associated Dry NG canis xe ae 28 10 68% 48 71 ' 62% o , 4 
© let Pid. ......-.secece os ee 75 50% 86 497% 87 83 87 6 
“do 2nd Pid Axara peaeah ie RE “i 49% 35 91% 38 91 88% 91 7 
GRAHAM RITCHIE & C0 at Gulf & i eee : 13 5 147% 4%—«éid%H:—Cé«*dzSS 225, 18% 22% 
L. i Rapa sander 1 74 9% 76% 15% 17 14% 115 
As ? I Galdwin Loco.........2022. 60% 36% 184% 26% 156% 62% 140% 12900 136" 7 
Formerly Graham & Miller aoe Pid.. aor SE on 1004 114 90 118 92 116% 113 1114 7 
ethle. Stee pineeoatend i . 55% 59% 112 41% 63) 59% = G2 5 
Members New York Stock Exchange pe. ie re. ueaeenensees Gn 47 ee ps ies & 97 : 93 97 7 
o. eieeetenunne ia % 111 107% 111 ~ 
66 Broadway New York Aurne Bros. A. 41 11K 147 76 144% 139 1394 10 
ee . ° 7 - 53 7 
— _'| Calif. Packing ..scccoccecse ++ aa se 30 87% 44% 838% T8% 88 6 
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Pre-War 
Period 
= 
1909-18 
High Low 
INDUSTRIALS—Continued: 
if. Petre. ...ccccccecess 72% 16 
f. Petro. Pid..... peneas 95% 4% 
conh Tame. coccccccocs 51% 16% 
do. Pid... 2. ccccccccccess lll 80 
erro Ge PaBCO. cccccccccsce os ee 
undler Mot......se+eee00 «+ 
D. Mincesacsvcecseceses 9814 61 
cible Steel. .......+++++- 19% 6% 
a Cane Sugar.........-- mm 
an Amer. Sugar......... *58 *33 
icott-Johnson .......++++ «+ ane 
» Pele ccccccccccccccecs of 
us Players 
eport Tex. ....ceeseeeeee 
") Asphalt 
‘! Electric 
1 Motors 
» 6% Pid 
», 6% Deb 
» 7% Deb 
irich .... 
O Biliesscscees 
Nor. Ore 
ton Oil... 
ison Motors 
»» Motors 
viration 
er. Mer. Marine 
lo. Pfd...... 
er. Nickel 
CF. PODER occcccccoccccse 
neible Oil 
ly Sorinefield........... 
De. OF PES. cccccccecccve os 
MMOCCORE .. cc ceccceseccee ** 
ystone Tire............ = 
kawanna Steel.......... 55% 28 
na Locomotive. .........« ++ ee 
CWO, BB. ccccseses 
ae 
lexicam Pet........0. 41% 
imi Copper 12% 
tiddle States Oil. .......... - es 
ideale Bees occ cccccccccece es . 
Re enced scnseneenns 91 42% 
Tn Se ED. concenceus 98 45 
VY. Dock ‘ 40! a 
rth American..........+. *87% *60 
ME, Bincacecanccece ee ee 
BG Ge cccccsccccscecem 64 
Amer. Pet 
GA, Silent obaedceeeene - 
ladelphia Co.........+.. 59% 87 
BE Ee da ccencenseenes . ** 
5S Bs 3 ccctescevsew 6% . 
Do. Pfd... -.% - 
tsburgh Coal. ........... *29% *°10 
eesed Steel Car.......... 56 18% 
_¥. =e 11% 88% 
nta Aleg. Gug.......ceee ee oe 
reer ee 
Steel Spg 54% 225 
Dh eae scecseesseunces 113% 901 
y Cons. Cop. 27% ™% 
plogle Steel . 
nublic 1. & S 49% 15M 
Pitas»: densecees 111% 6414 
a De GE. - F venecneee - 
Oe Wy Ee Wve sscacaseeeces 
er Geek. Se, ccenceoun 
Oe. ee Gk ce cnweceses *448 *322 
Do. Pfd ° ee 
omberg Carb rT es 
idebaker 49% 15 
— = eSeteerees 98's 64! 
nn. Cop. & Chem.. os 
"2 na 144 74% 
x. Pac. C.@0.... ; 
bacce Pre@....cccecee: 145 100 
Ce Ce. ccceianeewns ee 
See 208%, 126% 
Retail Stores. os 
DS, i Si odtaveenens 57% 24 
De oc cuganeet . 59% 27 
 *.  egereen .1238% 98 
S. Remele. @ RB. .ccccccece 59 30 
Di SE cencenscencsnes 94% aiid 
Be. Pilbeccccccccccsccses 131 102% 
tah COmeet. cccccecccscces 67% 88 
Vanadium ..cccccccccccsece . 
Va.Sare, GR. ccccccccceccees 7 % 22 
Do. P84.....-cccccccccese 129% 62 
Nestern Union. ......c.cee - 86% 56 
Vestinghouse Mfig.........+ 45 24% 
Vhite CUOFB. .. ccccce eocee es 
Willys Overland. .......+++.975 *50 
Wilson Co.....++ eccccccces » es 
Woolworth ..... ececcceseesl?? MH TY 
* Ol «rock. ff Bid price given 
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War 
Period 
~~ 
1914-18 
High Low 
42% 4 
61 29% 
123 25% 
117% 94% 
65 25 
109 56 
39" ll 
74 Sly 
544 14% 
*166 *97 
*150% *112% 
60% 7 
113% 68% 
109% 12% 
176% 24% 
*273 *38 
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where no sales made 


of Active Stocks 


Post-War 
Period 
pee Last 
1919-1922 -——--1923- ~ Sale 
High Low High Low Feb.7 
71% 15% 83% 66", 8055 
98% 63.. 9834 84% 98% 
116% 224% 36 82% 35'5 
114 57% 73 675%, 72% 
67% 23 45% 42 44% 
141% 38% #7 61% 70%% 
29% 7™ 30% 27% 297% 
60% 16% 27% 24% 26 
82), 18 81 73% 75% 
114% 39% 11234 103% 10% 
75% 1% 2% 2% 2% 
80 18% 393 83 87 
*145), *71%4 695 60 694 
134% 46 139% 123% 1364 
1224 96 121% 118% 121 
278% 49 Tih 67% 75% 
59% 5% 16% 125% 15% 
"605 10% 284 23% 28 
150 44 0454 7% 91 
119 84 118 114 112 
123 40 93 824 88'4 
107% 66 9954 94% 97 
6454 9% 22 187% 20! 
160 82% 49% 41% 447% 
190 109% 190%, 179 188 
42 8% 15% 13% 137 
95 63 KS 83%, 183 
97% «= («60 85 833, 84 
100 69 100 96 }4 99 
93% 26% 39% 34 37'4 
109% 62% 92 84 89 
524% 24% 32 30 31 
116! 40% 77% 69'4 74 
2634 19% 29% 25% 29 
261% 4% 267% 22% 26 
68% 28 36 \4 33 35 
67% 7% 10% 8% 10' 
128' 36 47 37 42 
33% 11% 16 14 15 
91% 30% 555% 494 52°% 
47% 5% 17% 14% 7 
164 25% 61% 46'% 61 
110% 70% 108 102), 1104 
43 145% 38% 35 38'4 
126% 4% 10% 834 94 
1074 82 
65% 52 64 58 1% 64'5 
38% 10 197g 18% 19 
28 7% 11s «610% 1034 
322 84% 293 290 1240 
32% 144% «28 2634 7 
71% 10 12% ll ll 
6214 22 29', 27 28 
129% 63% 182% 123% 129'4 
145% 45% 60% 46 50 
70% 1614 22% 21% t21 
100% 82! 109%, 100', 109 
47% $1 46\, 44 46! 
69% 27%, 48% 42's 44'4 
140% 38% 93% 84 92 
1114 34% 86 77M 654 
qe 26% 44% 41% 43 
69% 16 56% 47% 553 
99 @ 15% 11% 12 
111 187 3654 27% 30 
74% 45 63 58 63 
1134 48 81% 58 165 
106 83 994 86 192'%4 
120 24% 650% 43 60's 
61% 21% 29% 27% 29 
126% 67 119% 110 114 
120 92%, 117', 115' 117% 
27% 10 15 13 \s 14 
93'4 18 29 23'4 26 
145 41% 62% 47 51 
106% 74 924 89 91 
123% 40% 653% 42% 49 
904 80% 38% 34% 36 
641% 16% 35% 31% 34 
*212 38% 43% 394 41% 
120 100% 117% 116% 117 
118% 22% 69% 62'4 687s 
151 37™@ 122% 112 1204 
118% 76 118 112 1113 
17% 6% 12% 10 117% 
57M 29 49 47% 48°. 
195 154 24% 20 23 
115 45 58 '4 50's 54 
62% 5 14% 10% 11 
224% 95% 164% 152% 164 
119% 48% 78 6414 73 
167 3514 687 6254 7% 
1433, 40% 62 55 60'4 
119% 74 105 99 101% 
78% 26 40" 35 37% 
115% 70%, 108% 104 106% 
117% 104 128% 119 12054 
97% 41% 66% 62'4 664 
97 25% 39% 337% 37% 
92% 20% 25% 21 23 
115% 57% 64 61 63% 
121% 76 118% 109 113 
597% 88% 63% 58% 46362 
86 29% 68% 45 52'% 
40% 4% 8% 67 7% 
104% 27% 42% 86 40 
223 100 224% 199% «212 
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OUR ORGANIZATION 


Investors, Institutions and Banks 


MC DONNELL & (oO. 


SAN FRANCISCO 


4 of a series 


DEPARTMENTS OF 


Serving 


PACIFIC COAST 
SECURITIES 


By means of our direct pri 
vate wires to California we 
are in close touch with the 
many attractive Municipal, 
Public Utility and Corpora 
tion Bonds which emanate 
As 


issues we 


from the Pacific Coast. 
dealers in these 
are prepared to confer with 
investors interested in 


them. 


120 BROADWAY 
NEW YORK 


Members New York Stock 
I rchange 





LOS 


ANGELES 




















FELLOWES 
DAVIS & CO. 


Established 1886 


Members 
New York Stock 
Exchange 


STOCKS AND 
BONDS 


for Investment 


Securities carried on 
conservative margin 


52 BROADWAY 
NEW YORK 
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Listed and Unlisted 
Bonds and Stocks 


in all important 


American 
Canadian 


European 


Markets 


Private Wires te Principal Cities 


A. A. Housman & Co. 


Members 


New York Stock Ex. New Yerk Cotton Ex. 

New Orleans Cotton Ex. N. Y. Coffee & Sugar Ex. 

New York Produce Ex. N. Y. Curb Market 
Chicago Board of Trade. 


Associate Members of 
Liverpool Cotton Association 


20 Broad Street 


New York 


BRANCH OFFICES 
Liberty Bullding, Philadelphia 


Amsterdam, 




















A New 


40 Page Booklet— 


“Lagging Securities” 





Some of the 
Stocks 
Analyzed 


int. Mer. Marine 
American Internat. 
General Asphait 
Royal Dutch 
New York Dock 
Vanadium 
Republic |. & 8. 
Bethlehem Steel 
Middle States Oil 
Freeport Texas Sul. 
Replogle Steel 
Pure Oil 











—containing 
the investment 
analyses of 20 
Listed Stocks. 


13 stocks for 
which favorable 
exchanges may be 
effected. 


7 dividend payers 
selected as worthy 
of special note, in- 
dividually ana- 
lyzed. 


Write for free copy 
Booklet No. MW4 


SuTRO & KIMBLEY 
Members New York Stock Exchange 
Sixty-six Broadway 
New York 




















ANSWERS TO INQUIRIES 
(Continued from page 729) 





outlook for the equipment business we 
consider that the common stock has possi- 
bilities for enhancement in value and we 
do not advise disposing of it at this time. 


RAY HERCULES 
Recently Reorganized 

Now that Ray Hercules has been reorganized 
and its floating debt paid do you believe that 
the company will be able to make money? I 
entered the reorganization, subscribing to the 
new stock at $1. It is now around 1% and /] 
would like your advice as to whether I had 
best stay with the company or sell out.—E. L. 
M., Chicago, Ill. 


our opinion that only low-cost 
copper producers are attractive under 
present conditions. South American cop- 
per properties are now turning out a very 
large tonnage at very low cosf and we 
feel that this is going to operate against 
any important upward move in the metal. 
Ray Hercules in our opinion has little 
chance of being a low-cost producer. The 
company ran into debt with copper prices 
at much higher levels than they are at 
the present time. The company’s highest 
grade ore reserves only run 2.5% copper 
but this block underlies Mineral Creek 
and various surface improvements and 
has not been exploited. The main body 
of ore consists of 6 million tons of 1.45% 
copper, and we consider it very doubtful 
that the company can operate at a satis- 
factory profit with the present labor costs 
and price of the metal. Capitalization 
consists of $1,000,000 bonds and 650,000 
shares of stock. We favor disposing of it. 


It is 


FIFTH AVENUE BUS 
Political Situation Unfavorable 


Can you give me some information in re- 
gard to Fifth Avenue Bus stock traded in on 
the New York Stock Exchange? Also your 


opinion of the outlook.—H. F. R., Brooklyn, 


av. 


Fifth Ave. Bus Securities Corp. owns 
103,574 shares of the stock of the New 
York Transportation Co. out of 235,000 
outstanding. The New York Transporta- 
tion Co. owns the entire outstanding capi- 
tal stock of the Fifth Ave. Coach Co. 
which is the operating company. The 
Coach Co. owns and operates 287 busses 
and during the year ended June 30, 1922, 
carried nearly fifty-three million passen- 
gers. The Fifth Ave. Bus Securities 
Corp. capitalization consists of 321,000 
shares of stock without par value. For 
the six months ended June 30, 1922, the 
New York Transportation Co., subsidiary, 
reported a net income of $650,000. This 
is at the annual rate of about $5.60 a 
share on the New York Transportation 
Co. stock and is equal to about $1.75 per 
share on the stock of the Fifth Ave. Bus 
Securities Corp. On a _ stock selling 
around 8 this is a good earning power, 
but the political situation should be taken 
into consideration. Since the Governor 
advocates allowing municipalities to run 
their own public utility affairs and the 


Mayor of the City is endeavoring to in- 
crease the operation of municipally owned 
busses, this may interfere with the busi 
ness of the company in the future and the 
stock must be regarded as a decided spec 


ulation. 


ADIRONDACK POWER & LIGHT 
Advise Profit-Taking 


Several months ago I purchased 500 sha 
of Adirondack Power & Light stock which at 
present shows me a profit of about th 
points. Do you advise taking profits at this 
time or holding for a further advance ?— 
A. K., Syracuse, N. Y. 


Adirondack Power & Light has show: 
a substantial increase in earnings. For 
the 12 months ended October 3lst, 1922, 
balance after fixed charges was $716,825, 
an increase of $333,802 over the same pe- 
riod the previous year. After deducting 
preferred dividend requirements of about 
$340,000 the balance was equal to approxi- 
mately $2 a share on the $9,162,000 com- 
mon stock of $50 par value outstandin; 
It is true that the company has possibil 
ties of increasing its business, but ther 
is the political situation to consider as an 
unfavorable factor. There is a possibility 
of regulation and public ownership of thy 
water-power developments that may r 
act unfavorably on this company. Oj 
course, this no one can absolutely forese« 
but under the circumstances, and in view 
of the present earning power of the com- 
pany, our advice is to take profits at this 
level. 


LACLEDE GAS LIGHT 5s 
A Conservative Investment 


I will appreciate having your opinion of the 
Laclede Gas Light 5%% recently advertised 
—D. H. KE. .Macomb, Iii. 


Laclede Gas Light Co. $17,500,000 Ist 
mortgage collateral 5%4s, Series C, are se- 
cured by a direct mortgage lien on all the 
physical property of the company and, i 
addition, through the pledge of 10 million 
prior lien bonds, share equally in the lien 
of the closed Ist mortgage of the com 
pany. The Laclede Gas Light does the 
entire gas business in the city of St. Louis, 
Mo. The company operates under a spe- 
cial charter which, in the opinion of coun 
sel, is perpetual and the validity of which 
has been established by the Supreme 
Court of the state. We regard the bonds 
as a conservative investment and attrac- 
tive at the offered price of 96.45 to yield 
5.75%. 


PACIFIC OIL 
Present Dividend Rate Insecure 


Among my holdings are 50 shares of Pacific 
Oil obtained through subscription rights offered 
to Southern Pacific stockholders. The stock 
has been falling of late and I would like to 
have your yo om as to whether I had better 
sell it.—B. M. K., Canton, N. Y. 


Pacific Oil in 1921 earned $4.64 per 
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hare its stock and for the nine months 

nded September 30th, 1922, earned $2.63 

: sheve. This is not a very large mar- 

n ove” the dividend rate of $3 per share 
in view of the fact that there has 

na big reduction in the price of Coast 

ude ‘ is not likely that at the present | | h gh 

¢ c.rnings of the company are suffi- ave you ever t ou t 

nt t cover $3 dividend rate. This com- 

Las good management and also holds 


aluable properties in California of your home banker 


are likely sometime in the future 
increase the earning power of the com- 


. * 
Therefore, we do not regard the t h W ? 
ll possibilities of the stock as un- in lS ay - 
ract've but we do feel that the present 


1 rate is insecure and that the 


= aang sell at lower levels. : = SSUNCE in a while almost every 


if fi2a8 man feels that he would like 
atavetA to have someone with whom 
HAS $7,000 TO INVEST baediel he could talk frankly about his 

7% Yield Desired business. An outsider with a broad vi- 


judiced—and trustworthy. 
o &S an Reve de ete @ & sion. Unprejudic y 


Lay to invest $7000 to ret . 
1 do not want anything "Monty specu. | Perhaps it has never occurred to you 
P 


. K. P., Pottevitie, Pa. that your home banker is just such a 


the investment of $7,000 to yield man. 


bout 7% we are pleased to offer the fol- 
—— You know, of course, that he comes 
Pref. red Stocks Price Dividend in contact with many different lines of 
activity. But has it ever occurred to 
you that, from his knowledge of other 
businesses, he may be able to give you 
just the idea that will help yours? 


You will find the officers of your home 
bank just about the most accessible busi- 
know. 

r Consolidated Ist lien and ness men you 
iteral 7s, 1937 


Make it a point to talk things over 
Porto Rico Sugar Ist Mort- with your home banker regularly. Ac- 


,* 


cepting deposits and lending money are 
Ye ee ee, aig only two of his functions. He can help 
he i la you in many ways. 


—_—— 


UNION TANK CAR Not the least of his services is his 
A Switch Suggested ability to execute your banking bus- 


! }old @ few shares of Union Tank Car and iness in New York 
woul: like to know what the dividend rate is 
on te stock now that the stock dividend has 
been paid. Do you advise holding or switch- 
"9 :9 something else? I have a good profit 


in it —F, R., Montgomery, Ala. THE FARMERS’ LOAN 


ia Seti Or be Satis ae AND TRUST COMPANY 
stoc: payable March Ist. This is at the 
ann| al rate of $5 equivalent to $7.50 on 


ld common stock which paid $7 be- 16-22 WILLIAM STREET ; 
ore the 50% stock dividend. For the six FIFTH AVE. OFFICE, 475 FIFTH AVE. 
no: hs ended June 30th, 1922, the com- 

reported earnings of $6.77 a share NEW YORK 

he old outstanding stock. We feel 

Union Tank Car, while a good in- 
ves’ ment, is selling high enough and sug- 
ges switching into American Woolen CHARTERED IN 1822 


pay ng 7% and selling around 95. Ameri- “FOR THE PURPOSE OF ACCOMMODATING 
can Woolen is in very strong financial 


cor lition and reports are that it is earn- THE CITIZENS OF THE STATE 
ing its dividend with a good margin to 
spae and the outlook this year is en- 
cou ‘aging. 

(Please turn to page 762) 
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Record for 
Income Tax Purposes 


@ 


In preparing your income 
tax report it is necessary to 
have an accurate record of 
your real estate, 
insurance and mortgage hold- 


ings. 


investment, 


We have prepared a booklet 
which will be of great value to 
you in keeping such a record. 
We will be glad to furnish 


copies of this upon request. 


~2 
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Kelley, Drayton & Co. 


Members New York Stock Exchange 
40 Exchange Place New York 


Telephone Broad 6291 

















HIGH YIELD 
BONDS 


In view of the fact that it is 
growing increasingly difficult 
to find high grade bonds 


yielding liberal returns, the 


Republic of Bolivia 
25-Year 8% Bonds 


(Not Callable for 15 Years) 


which, at prevailing prices 
on the New York Stock Ex- 
change, yield 


OVER 8% 


should appeal strongly to 
conservative investors. 


Write for Circular No. 772 


Spencer Trask &Co. 


25 Broad Street, New York 
ALBANY BOSTON CHICAGO 


Members New York Stock Exchange 
Members Chicago Stock Exchange 











CURRENT BOND OFFERINGS 
Volume of New Issues Falls Off 


EW bond issues were comparatively 

insignificant, this section of the 

market having a period of quiet, 
unequalled for a good many months. This 
development was to be expected, how- 
ever, in view of the tremendous outpour- 
ing of new issues since the beginning of 
the year. A period of relative quiet is 
now needed in order that bonds issued 
since the first of the year be more fully 
absorbed than they can be said to be at 
this time. 


No Foreign Issues 


The dearth of new foreign issues con- 
tinues, a situation which need cause no 
surprise in view of the falling rate of 
confidence in such issues. With the ex- 
ception of British, Canadian and certain 
neutral countries, it is most improbalbe 
that any degree of financing could be had 
successfully in this country under present 
conditions. 

No change in rates of yield in municipal 
or state issues is visible, the average rate 
being about 4.25-4.50% which has become 
the usual figure according to records over 
the past half year. 

An interesting and significant feature 
is the fact that public utilities of good 
standing can now finance themselves on 
a 6.00-6.50% basis, indicating the restored 
credit position of this industry. Even 





NEW BOND OFFERINGS 
STATE AND MUNICIPAL 
Off'd Yield 
(%) 
4.50-4.60 
4.50-4.40 
4.15-4.30 


Amount 

Fairfax Co., Va $510,000 
City of Hamilton, O. 650,000 
State of Oregon 5,000,000 
PUBLIC UTILITY 

Yadkin River Power 
Co. $4,000,000 6+ 


6.65+ 
5.75 


6.65 


Eastern Wisconsin 
Elect. 
Alabama Power Co. 4,700,000 
Southern Indiana Gas 
& Electric 


INDUSTRIAL 
Fisher Body Corp..$20,000,000 
FARM LOAN 
Burlington Jt. Stk. 
Land Bank 


Oregon - Washington 
Jt. Stk. Land Bank 


5.50-6.25 


4.62-5.00 


500,000 4.68 











more significant is the fact that an indus- 
trial company such as Fisher Body, pre- 
sumably belonging to a speculative in- 
dustry, can float its securities on less than 
a 6% basis. Certainly this is one of the 
most interesting developments in the new 
bond market for a very considerable pe- 
riod. 

The outlook is that the rate of new 
bond issues will ebb during the next few 
weeks. The market gives evidences of 
being “tired” and under the circumstances 
few bond dealers are willing to press mat- 
ters. 

So far as the next few months are con- 
cerned, however, ample ground exists for 
believing that industrial and other fac- 
tors will take advantage of the compara- 
tively low money-rate situation and issue 
bonds on a large scale. 





AN ECHO OF THE STOCK 
DIVIDEND SPREE 
(Continued from page 687) 








to think over this question and see whe 

it leads them. Certainly it will no 

them to the conclusion, entertained 

some quarters, that the melon-cutting y 

merely a concerted move on the part 
the corporations involved to “sell out” 
the public. Nor will it encourage the \y 
lief, iterated and reiterated by pers 
qualified to attach highly impressiy 
ezrees to their signatures that stock di 
dends were uf no significance to corpor 
tions in respect of taxation. 

Where the question does lead is to t 
conclusion that the stock-dividend 
was the outcome of an astute taxat 
policy on the part of the corporatio 
volved. All the hysterical fluff—or 
ing suggestion—to the effect that 
dividends were really a means of pi 
the buck to the public pales by comp: 
with this other solution. 

A recent exchange in the Seat of Go 
ernment has a very important beuris 
upon this whole case. Senator Smit 

3rookhart (Rep.) junior senator from ti 
State of lowa recently introduced a 1 
lution calling upon the Secretary o 
Treasury to supply the names of 
companies, if any, upon whom penulti 
had been imposed for alleged dodging 
surtaxes in 1922 through the declarat 
of stock dividends. His resolution wa 
based, apparently, upon Section 220 oi ti 
Revenue Act of 1921, in effect providing 

“That if any corporation, however 
created or organized, is formed or 
availed of for the purpose of pre- 
venting the imposition of the surtax 
upon its stockholders through tli 
medium of permitting its gains and 
profits to accumulate instead of be 
divided or distributed, there shall |x 
levied upon the net income of tix 
corporation a tax of 25%, in addit 
to the other taxes imposed upon cor 
porations, but that the fact that tix 
gains and profits are permitted to ; 
cumulate and become surplus shall not 
be construed as evidence of a purpos 
to escape the surtax unless the Com- 
missioner of Internal Revenue certi- 
fies that in his opinion such accumu 
tion is unreasonable for the purpos:s 
of the business.” 

To the hurried reader, who glances over 
the foregoing excerpt from the Tax Lav 
of the country, there might seem to | 
direct extenuation for large surpluses 
rather than direct control thereof. ‘| ha! 
is to say, the law’s express provision ‘ha 
gains and profits which have been »er- 
mitted to become surplus shall not be cor 
strued as evidence of a purpose to escapt 
the surtax might seem to “let the ‘ig 
surplus corporation out” so far as liability 
under the tax law is concerned. 

But a careful, thorough reading of the 
clauses tends toward an exactly oppoiit 
conclusion. It is seen that, while sur- 
pluses, as such, are no basis for additional 
taxation, nevertheless surpluses which, 
in the opinion of the Commissioner, +x: 
ceed the needs of the business would cx: 
pressly lead to additional taxation. 
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|, again noting that the stock divi- 
pree ended, apparently, on December 
, 1922, one sees additional support for - 
-w that that “astute taxation policy” 
ally the prime motive in the whole 

nent. 

Positions to Revise 

epting the conclusion arrived at in 
regoing, two parties to the stock- 
nd controversy will have to revise 
position. One is that group which 
1 the distributions a concerted move 
e part of the mythological powers 
out to the public. The other is the 
which saw, or claimed to see, in the 
utions a canny subterfuge to enable 
il, as represented by the corpora- 
to dispense largesse to its stock- 
s without arousing the champions of 


re were not a few persons who 
| this first group. There are not a 
ersons who still stick to their posi- 
n the matter—still see in Standard 
New Jersey's 400%. disbursement, 
‘ample, a step toward the withdrawal 
siders” from their wonted position as 
s of the greater part of the corpora- 
capital stock. While such a surmise 
be found to have a considerable 
lation in fact in the case of one or 
orporations, it seems far-fetched to 
it, generally, to the one hundred and 
or more corporations which took 
dividend action, and thereby dis- 
ted some two hundred millions (par 
) of new shares. A more logical and 
standable motive seems to have been 
vered in the shape of this tax clause 
| one, by the way, which is consider- 
less startling to investors. 
for the self-styled champions of 
r, who attempted to make the stock- 
end spree the basis for a great furore 
the unjustifiable proportion of in- 
y’s results thet was being distributed 
g shareholders, their position never 
ave much foundation. This publica- 
was among the first to remind its 
rs that one piece of cake contained 
1 crumb more of nourishment when 
ed into two pieces and delivered than 
1 delivered intact. Nor is the revised 
tion of these champions that the 
n-cutting will enable the corporations 
listribute more money among their 
holders one whit more reasonable. A 
ration with $4,000,000 (or some 
sum) available for distribution on 
ommon stock can distribute just as 
, on 5,000 shares as on 10,000. The 
effect is in the payments per share. 
identally, if it be true that the stock 
‘nd spree was, in most cases, for the 
1 purpose of cutting down the shown 
us of the corporations concerned, and 
by rendering them less liable to at- 
on the ground of non-essential sur- 
wealth, who can blame them? The 
try is full of unscrupulous agitators 
can make the enormous surpluses 
h many of our great corporations 
because their businesses require these 
uses appear to be unjustifiable and 
isonable. So long as Big Business 
to guard against such attacks from 
de where it should be able to expect 
eration from outside, a move to cut 
1 the shown surpluses came near to 
r the only logical step to take. 
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Put Sound Values 


in your Safe Deposit Box 


HEN YOU INVEST in 
high-grade bonds of great 
railway lines, you are loaning money 
to one of the moving forces of civil- 
ized life—your country’s transporta 
tion. 

Your bond is secured by such val 
uable properties as rights of way, 
tracks, locomotives, cars and ter 
minals. 


The National City Company care- 
fully studies the underlying values 
of every bond it offers. The results 
of these studies will be put before 
you gladly by National City Com- 
pany representatives in more than 50 
leading cities. 

Our broad range Monthly List 
of well secured bonds will be mailed 
promptly upon request. 


The National City Company 
National City Bank Building, New York 


A euieeine | 
Ew yoR 
_— BONDS 


SHORT TERM NOTES 


Offices in more than 50 leading cities throughout the World 


ACCEPTANCES 
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BROWN SHOE CoO., INC. 


(Continued from page 710) 





that working capital alone is equal to $157 
a share on the preferred, it is in a strong 
position from an investment viewpoint 
and at present price of 99, to yield a little 
over 7%, is an attractive investment. 
The common stock has had a rather 
checkered career as a dividend payer. In 
1914, 3% was paid; in 1915, none; in 1916, 
1%4%; in 1917-18, 6%; in 1919, 6%; in 
1920, 5%, and none since. In view of the 
present earning power of the company it 
would seem that a 6% dividend rate could 
be maintained on the common stock, al- 


though on account of the bank loans of 
3% millions it is possible that directors 
may take a more conservative course and 
place the stock on a 4 or 5% basis. It is 
anticipated that dividend action will be 
taken in the next few months. 


At present levels of around 60 the 
stock has advanced 20 points from its 
1922 low and has probably had the 
major part of the advance to which it 
is entitled in view of present operat- 
ing conditions. If purchased for the 
long pull, however, it would appear to 
have possibilities of further apprecia- 
tion in value as the company apparent- 
ly has a growing business and should 
be able to develop a still larger earn- 
ing power. 
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Cuban Amer. Sugar 
National Biscuit 


We have just prepared a 
complete analysis of these 
two Companies which will 
be mailed on request. 


Ask for M W 18. 


Our aim is to extend the 
“Full” or “Odd” lot 
trader the best possible 
service. 


Correspondence Invited 


Chas. Sincere & Co. 


141 W. Jackson Blvd. Chicago 
Telephone Harrison 8933 


Members New York Stock Exchange 
Chicago Stock Exchange 
Chicago Board of Trade 
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Waldorf 


System, Inc. 


Operates 103 lunchrooms lo- 
cated in New England, New 
York State, New Jersey and 
Ohio. 

A cash business with inven- 
tory turnover of 24 times a year 
and working capital turnover of 
16 times. 

Earnings of the company for 
the last three years averaged 
$546,045. 

Earnings for 11 months this 
year, to November 30, have 
been $1,112,514, or $4.95 per 
share on the common stock. 


Common shares listed on the 
Boston Stock Exchange. 


Descriptive circular on request 


Richardson, Hill & Co. 


Established 1870 
50 CONGRESS ST. BOSTON 


Membere of New York, Boston and 
Cheage Stock Exchanges 
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FOREIGN TRADE AND 
SECURITIES 
(Continued from page 691) 








BARGAINS IN COMMON 
STOCKS 
(Continued from page 703) 








Country Main Exports 


Colombia: coffee, bananas, straw hats, 
hides, platinum, sugar. 

Peru: copper, cotton, skins, rubber, 
minerals, sugar, tin. 

Uruguay: bones, hoofs, etc., tanning ex- 
tract, hides, meats, wool. 


Venezuela: asphalt, cocoa, hides and skins, 
rubber, sugar. 


Considering the other factors which 
make for importing power, such as 
standard of living of the population, de- 
veloped natural resources, internal financial 
organization, total export trade, and the 
like, we should arrange these countries in 
the following order of export trade poten- 
tialities: Argentina, Chile, Brazil, Peru, 
Colombia, Venezuela and Uruguay, al- 
though this order represents purely a sub- 
jective estimate of objective facts. 

It will be seen at once, however, that 
many of these countries produce com- 
modities which are either scarce or un- 
known in the United States. Typical of 
these products are tanning extract (que- 
bracho), rubber, cocoa, coffee, tin, manga- 
nese, carnauba wax, sodium nitrate, plati- 
num and asphalt. As these countries 
become more intensively and efficiently 
developed, they will be enabled to increase 
their output and hence their exports of 
these commodities, or as in the case of 
rubber, be enabled to compete with other 
countries which at the present time fur- 
nish the bulk of the world’s requirements. 


As they increase their export trade, they 
will at the same time increase their na- 
tional purchasing power, as measured by 
their imports, and thus create an ever- 
increasing market into which the United 
States can pour its surplus of manu- 
factured goods. The objections now 
heard on many sides, that Americans are 
inexperienced in the export trade, that 
there is no great open market for negoti- 
able bills arising out of export trade in 
New York, comparable to the one in 
London, that we have forfeited much good 
will through unwise exporting practices 
in the past, and particularly during the 
war and the following boom, are all valid 
to a limited extent. With the accumu- 
lated pressure of surplus manufactured 
goods seeking an outlet and straining 
toward the export facilities of the sea- 
coast, and with an increasingly receptive 
general market opening up in South 
America in the proportion as we help 
develop it through our financial resources, 
it is not difficult to predict that one by 
one these barriers will be broken down 
and thereby some solution be reached of 
the twin problems with which we started 
out, “How shall we dispose of our excess 
of manufactured goods?” and “How shall 
we dispose of our surplus of investment 
funds ?” 


appear to be sufficiently well ‘s 
soned” to have lived down its poor pr 
war record, and to be an eminently ¢ 
sirable purchase at current jri 
around 98, where it yields about 


TEXAS CO. 
A Leader of the Independent 


This company is one of the larg«st 
the “independents,” and is engaged 1 ; 
branches of the oil industry from produ 
ing to marketing. It owns outright « 
300,000 acres of cil land, producing d 
some 75,000 barrels, of which three 
ters is Gulf Coast crude. It also 
over 1.6 million acres, distributed 
every oil district in the country e 
Pennsylvania and California. It ha 
refineries with a Gaily capacity of 1( 
barrels, of which the newest is th 
erected last year at Casper, Wyo., 

a capacity of 6,000 barrels a day, to t 
care of the company’s increasing acti 
in the Wyoming fields. 

While the Texas Co. has always | 
good record in the industry, it stre 
ened its position enormously by its 
seeing action in 1920. Seeing a decli 
oil coming as early as June, 1920, it « 
down new drilling, got rid of a subsid 
the Central Petroleum Co., which ha 
onerous drilling contract, and sold al 
oil and gasoline it could on the basis 
prevailing of $3.50 a barrel for Mid-' 
tinent crude. It thereby put itself in: 
strong cash position, and when the brea 
came which carried the price of the 
crude down as low as $1.00 a barr 
1921, it was strong enough to bu 
large stocks of gasoline and oil at the 
tom prices, at one time having in st 
10% of all the gasoline stored in the « 
tire country. 

As a result of these operations it earn 
$7.16 a share in 1920 and $1.54 in |% 
on its common stock of a par value of $25 
and was in a cash position which ena)le 
it to maintain and increase dividend 
the highest point (reckoned in perceniag 
of par value) in the last twelve years. 
spite of the high rate of dividend 
ments it finished 1921 with a worki 
capital of 122 millions, of which cas! 
hand amounted to 29.6 millions and ( 
ernment securities to 12 millions. An in 
cation of its strong financial position 
its paying off of 27.7 millions of 
notes, the greater part not due until | /2j 
in the early part of 1922, without 
financing. 

At present prices around 48 the stoci 
yields on the current $3 dividend rat 
about 6.25%, which is net too low i 
view of the high probability of an in 
crease in the dividend rate shoul 
business continue at the current h gi 
levels. 


he 
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WESTINGHOUSE ELEC. & 
MAN’F’G COMPANY 
Faces Prosperous Future 


The common stock of this company 
also another of the high-grade comno 
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TWO VALUABLE BUSINESS ASSETS 


The Appearance of Your Office 
The Security of Your Papers 














Come to the Show Place of Modernized Equipment 





She Globe~Wernicke Co. 


451 Broadway, near Grand St. 


30 Church St., Hudson Terminal 


Uptown Store : 6 East 39th St.—5S East 38th St. 
EVERYTHING FOR YOUR OFFICE AND LIBRARY 
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which are so attractive at 
ne. This company, of course, is 
iown one of the greatest in- 
aggregations in the world and has 
yoyed substantial earning power. 
npany has paid dividends in varying 
s since 1912 and at the present is 
at the rate of 8% or $4 on the $50 
ue stock. Since 1913, it has earned 
average about $8 a share. The 
y faces one of the most active and 
ous periods in its history, a prospect 
has not yet been sufficiently dis- 

in the market. The stock is 
at around 60 with a yield of 634% 
is high for a security of its sound 
er. Higher earnings could easily 
na higher rate of dividends, as the 
y is in splendid financial position. 


ssues 


as 


bm; ared with many other industrial 
ur ties, Westinghouse stock seems 
pec ally attractive at this time for 
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ecu ative investment and if held for 


caisonable period, its purchase 
result in a satisfactory profit. 
U. S. STEEL 


a more detailed analysis of the 
ts of this company, readers are re- 
to page 706. That the stock is 
cheap at current levels, may not 


|»arent from comparison of its in- 


tk ng capital position. 
ok that makes the stock seem so at- 


yield with those of other securities. 
er, U. S. Steel is in an assured 
1 and can pay out the majority of 
ure earnings to its stockholders, as 
is no longer any need-of increasing 
lant account or strengthening the 
It is this out- 
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tractive at current prices around 105, 
in spite of the low yield of 4.76%. 


U. S. REALTY & IMPROVEMENT 
co. 


The business of this company consists 
of three parts: operating big office and 
other buildings, investing in real estate 
mortgages, and constructing new  build- 
ings through its subsidiary, the Geo. A. 
Fuller Co., which also has a shipbuilding 
subsidiary. It gets its income from 
rentals in such buildings as the Trinity, 
the Whitehall, the Fuller, the Hippo- 
drome, etc., where office rents have gone 
up in recent years from $3 to $5 a square 
As many of its leases are for many 
years ahead, about 30% of them on the 
average being renewed annually, the com- 


foot. 





pany has had some delay in taking ad- 
vantage of the more favorable rent situa- 
tion. 

Earnings have been increasing steadily, 
however, since the war, which put an end 
to the so-called “overbuilt” condition of 
New York in 1914 and brought about the 
“underbuilt” state now prevailing. In 
1917 the company cut down its property 
account by over 9 millions, in acknowledge- 
ment the drop in real estate values 
then taking place or anticipated, and as 
it had a very slim surplus at that time, 
this write-off was converted into a profit 
and loss deficit of approximately 9 mil- 
lions. Since then the continued good 
earnings have enabled the company to cut 
this deficit down to about $800,000, as of 
April 30, 1922, and in the fiscal year now 
closing it is anticipated that a profit and 








their own. 
be sold. 


obligations. 


One Hundred Fifteen Broadway 





HAVE YOU TAKEN 


INVENTORY 


OF THE SECURITIES YOU ARE HOLDING? 
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loss surplus will be shown for the first 
time since 1917. As the estimated shrink- 
age is still carried on the books at 7.5 
millions, it is evident that the company’s 
policy is extremely conservative, as the 
improvement in real estate values on its 
property since 1917 has been more than 
the: 2 millions acknowledged by the com- 
pany in reducing its estimated shrinkage. 

With earnings running at the rate of 
about $18 a share on the common or bet- 
ter, and a good outlook for high earnings 
from its construction business, the com- 
mon appears to be due for higher divi- 
dends. This is especially true as the com- 
pany has just floated an 8 million dollar 
issue of 7% preferred to pay off its deben- 
ture bonds, and has made this preferred 
convertible into common, share for share. 
Should it put the common on a higher 
dividend basis than the current 6%, as it 
can well afford to do, in order to induce 
preferred shareholders to convert into 
common, it would then have a simple 
financial structure, consisting of 240,000 
shares of common, with no _ securities 
preceding them, a state of affairs very 
favorable to the company. These possi- 
bilities make the stock look very at- 
tractive at 93, yielding 6.45%. 





U. S. STEEL CORPORATION 
(Continued from page 707) 











dends earned and an accumulation in sur- 
plus. The new year opened with these 
higher costs in operation discounted by 
higher prices, and such a basis of opera- 
tion as is to be expected for the year, 
should show very fair profits. If any- 
thing, it is fair to expect that we shall not 
only face a healthy industry for six 
months but for the whole year. Any in- 
crease in steel export will be “velvet’ in 
the earnings of the Corporation. In view 
of such prospects, a good year with fair 
profits, meaning a further increase in sur- 
plus, it would be then reasonable to expect 
an extra cash dividend at the end of the 
year, sanctioned not only by the prospects 
of the following year, but more important, 
the background of a year which had 
showed a legitimate, strong earning power. 

In conclusion, though we are facing a 
year in which there exist some underlying 
nervous conditions, still the fundamental 
phases are sound and suggest a good year 
for the steel business. Of the four fac- 
tors diagnosed that will affect the Corpo- 
ration this year, two, railroad and coal, 
show positive signs of improvement with 
every promise of continued progress, one, 
the foreign situation, may get somewhat 
better, and assuredly cannot get much 
worse in so far as steel is concerned, and 
the last, labor, and most important, will 
exercise a restraint on production to a de- 
gree proportionate to business expansion. 
In fact, the labor issue may after all prove 
2 boon in its role of acting as a checkvalve 
on undue optimism. Of all dangerous 
phases affecting business, the worst one is 
that so far unmentioned, the unrestrained 
optimism of industry bringing higher 
costs, higher prices, and with it a sure ab- 
rupt check on buying powers as was mani- 
fested some few years ago. Any factor 


which undermines the solidity of busing 
is dangerous, and more so if it appears 
the guise of a veiled threat and outws 
promise of an artificial boom. 

The real dangers ahead, therefore, lie; 
the very hands of the business men , 
this country, and if a sane attitude is tal 
of conditions valuing each condition wij 
sobriety, forging ahead in orderly fash; 
to better business and fair profits, if 4 
lesson of 1920 has been thoroughly learn 
then 1923 should show for all business 
fair return and fair business. That ¢ 
conservatism of the Corporation will sta 
it in good stead this year is a surety, 
their restraining influence on all busine 
for the betterment of industry as a whol 
will be reflected in their own business | 
advantage. 




















































BUTTE & SUPERIOR MIN. 
ING CO. 


(Continued from page 723) 








following figures giving an idea o:* ti 
relative importance to the company of {i 
different metals: 














1916 1920 
Pe, GOR. wecenen 6,619 3,3 7 
Pe, WO. dawns 4,126,938 1,812,598 ..-, 
Copper, Ibs. ..... 2,390,416 S40, 
OS = eee 15,487,518 7,660,2 
ee, T cecauns 195,083,557 91,6422 


In the latter half of 1922 a rich or 
body of copper was discovered or 
Black Rock claim, whose legal statu 
been settled by the Clark Montana litig 
tion of 1919. This ore varies from 4 
6%, and while its extent is still unknow 
it bids fair to be a source of profit to th 
company, as it more than paid for 
own development expenses so far. 

The zinc ore reserves of the company 
as of the end of 1921, amounted only t 
484,507 tons, or scarcely a full year’s r 
quirements at high-speed operation, 
condition partly attributable to the 19 
litigation, which cut down reserves by 20) 
000 tons, according to the final decision 
as well as holding up development wo 
while the case was pending. Howeveg® . 
the company is doing about 3 miles of dgg™p 
velopment work a year, and there are apne 
indications as yet that the Rainbow Logjom 
is approaching exhaustion. 

At the same time, the fact must Me° 
reckoned with that the quality of the o 
has been deteriorating steadily for year 
although the improved concentrating P 
methods have counteracted this to a greqmpgu 
extent. Production costs for the zinc ampour 
about 5 cents a pound, compared with 
market price somewhat above 7 ceniqjoy 
The company also benefits by the Pittmagju)) 
Act to the extent that it produces silvegpolit 
of which it has five ounces to the ton ¢ 
ore, and the new copper occurrence m 
be counted on to help out to some extem 
although how much is not yet known. HF 

As the earnings figures attached ind 
cate, Butte & Superior has had a difficd 
time of it since the war, and it is not cos 
sidered likely that when the 1922 rep 
is issued, it will show a particularly bri 
liant record, as only about 84 milli 
pounds of zinc were produced during t 
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var, and shut-down expenses in the early 


f the year and a soft zinc market 
ept earnings down. A small mar- 
earned on the common is all that is 
ed. 
the company paid no dividends from 
» 1922, however, it has had an op- 
ity to build up a fair working capi- 
nounting to 2 millions, of which 
0 are cash and $444,000 Liberty 
and war savings certificates. On 
198 shares of capital stock, of $10 
alue, which constitute its entire 
ization, this amounts to nearly $10 
re. As current dividend require- 
are only about $400,000, the com- 
financial position would easily en- 
he continuance of the $2 rate. 
the more or less arbitrary assump- 
at the company will produce during 
it least 50% more than during the 
year 1922, or 126 million pounds of 
without allowance for the other 
the present profit margin of 2 
a pound would mean 2.5 millions 
profit. Deducting depreciation and 
ion at the rate usually adopted by 
ompany, about $850,000, the net 
work out at about $8 a share, which 
enable the company to increase the 
t rate. There are also the possi- 
s presented by the new copper de- 
nent and perhaps the restoration of 
nds on the 35,000 shares of Ameri- 
‘inc, Lead & Smelting. These fac- 
seem to more than counterbalance 
low ore reserves, necessitating 
1 development work, and the de- 
ig grade of ore obtained, and 
the stock seem an interesting 


speculation at the present price of 30, 


wher 


PI 


e it yields about 6.67%. 





OSPECTS FOR LARGER 
BUSINESS VOLUME 
(Continued from page 700) 

















level, the latest reported figure being 
illions and covering operations down 
nuary Ist, 1923. As illustrated in 
t duties the movement of goods into 
y»untry should be considerable, cus- 
receipts being large, but actual com- 


isons with former years are out of the 


ym, due to the fact that the rates of 


now levied are now so much higher 


1eretofore. 


e ding the publication of the complete 


; for recent months conclusions of 
cannot be drawn, and even when 


bl hed it must be concluded that the 


rent of our foreign trade is still 
t to such great disturbances, partly 


tal and partly economic, that no very 


conclusions as to its effect upon 
tic business can be reached. What 
» said in a negative way is that for- 
rade is not in a healthy condition 


r as Europe is concerned and is not 


to become so until such time as the 


1eous element, due to war, occupa- 


1£ German territory, and extreme 


icy and banking disturbance has 
n eliminated. 
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FOREIGN OFFICES DISTRICT REPRESENTATIVES 
Lonvon: 3 King William St., E.C.4 PHILADELPHIA: Land Title Building 
Paris: 23 Rue de la Paix BALTIMORE: Calvert and Redwood Sts. 
Mexico City: 48 Calle de Capuchinas CLEVELAND: 629 Euclid Avenue 





Equitable Service for banks 


2. Transfer of funds 


“7“\N MY RETURN TO BOSTON,” a correspon- 
dent writes, “my cashier tells me that within fif- 
teen minutes of the time he spoke to me about obtaining 
a call loan from The Equitable, which included my call- 
ing you on the telephone and arranging for the same, 
funds were placed to our credit in our Boston bank. 


“Since this meant the arranging of a transfer of funds 
from New York to Boston and notifying us, I think this 
is a pretty speedy transaction.” 


+ * * * * - 


Saving of time and interest in the transfer of funds from one part 
of the country to another is a function of Equitable Service to banks. 
Write for further particulars. 


THE KOQUITABLE 
TRUST COMPANY 


OF NEW YORK 
37 WALL STREET 


CHuicaco: 29 South La Salle St. 
San Francisco: 485 California St, 
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America’s UNLISTED UTILITY BOND INDEX 
Foreign Investments POWER COMPANIES 


ss - Adirondack P. & Light Ist. & Ref. 6s, 1950..... - 101 5.90 
Railroad Bond Markets Adirondack Electric Power Ist 5s, 1962. ......20-+eeseeseeeeee cocees A.. 96% 5.20 

Alabama Power Co. Ist 5s, 1946 — 93 5.50 
Appalachian Power Co. Ist 5s, 1941...........+ceesseerecceees a | 91 5.80 


In order to provide a more com- Calif.-Oregon Power Co. Ist & Ref. 744s Series A, 1941 108 6.70 


prehensive service for banks, Central Maine Power Co. Ist & Gen. Mtge. 7s Series A, 1941..... coe C.. 103 6.65 
Central Maine Power Co. Ist 5s, 1949... ; A.. 93 bid 


dealers and individuals, we have ‘ 90 
cntmeed inten dhene een, Central Georgia Power Co. Ist 6s, 1938......... ccccccococe: cocccce Bee 
eae 8 Columbus Power Co. (Georgia) Ist 5s, 1936....... .* 97 
ly publication. Colorado Power Co. Ist 68, 1958...........0.++++ jean (9 
: ‘ sa Consumers Power Co. (Michigan) Ist 5s, 1936  eeaaeneees eeceoess ie 96 
Information contained regarding: Electric Development of Ontario 5s, 1933 « A.. 96 
(a) Payment of coupons and Great Northern Power Co. Ist 5s, 1935. .........-++esee008 soencest 7” 95 
drawn bonds of foreign Great Western Power Co. Ist & Ref. 7s Series B, 1950 oo Bee 
issues. Great Western Power Co. 5s, 1946 + A.. 
(b) Developments in foreign Hydraulic Power Co. Ist & Imp. 5s, 1951..... = 99 
investment markets. Idaho Power Co. 5s, 1947 ° ee .° 94 
(c) Developments in American Laurentide Power Co. Ist 5s, 1946...... .* 95 
railroad bond markets. Madison River Power Co. Ist 5s, 1935.... - 99 
" Mississippi River Power Co. Ist 5s, 1951 
Indispensable for banks, Niagara Falls Power Co. Ist & Cons. Mtge. 6s, 
dealers and investors. Ohio Power Co. Ist & Ref. 7s, 1951 
Penn.-Ohio Power & Light Notes 8s, 1930. . 
Potomac Electric Power Gen. 6s, 1923.... 
Puget Sound Power Co. Ist 5s, 1933 
Salmon River Power Ist 5s, 1952 


F J LISMAN & CO Shawinigan Water & Power Co. Ist 5s, 1934. 
° sa ° Southern Sierra Power Co. Ist 6s, 1936...... Cbbenehnsesneeeoeseee 


Established 1890 Southwest Power & Light Ist 5s, 1943 
West Penn Power Co. Ist 7s, 1946........ Kneesroeescacecsvccsoees 


Sent every month upon request and 
without obligation. 


61 Broadway ‘ ‘ 
New York ie; GAS AND ELECTRIC COMPANIES 


Tel.Bow!.Cr’n = Bronx Gas & Electric Co. Ist 5s, 1960. bi 
eS Buffalo General Electric Co., Ist 5s, 1939.......... eece seccecscee A.. 

Canton Electric Co. Ist 5s, 1937 s 

Cleveland Elec. Illum. Co. 5s, 1939 

Denver Gas & Electric Co. Ist 5s, 1949 

Evansville Gas & Electric Co. Ist 5s, 1932 ‘ 

Indianapolis Gas Co. Ist 5s, 1952...........+.000- guncsoeseensoses _ 


. e -~ 

Los Angeles Gas & Elec. Gen. 75, 1931. ......cceeeee cece eceeencns Ss. 

B r Oo Oo k m | re Again Nevada Calif. Electric First 6s, 1946 7 
Okla. Gas & Electric Ist & Ref. 725, 1941... ... ccc cece ec ceecececccee = 

I akes the Lead Okla. Gas & Electric Ist Mtge. 5s, 1929 


Rochester Gas & Electric Corp. Series B 7s, 1946 

ons r San Diego Cons. Gas & Electric Ist Mtge. 5s, 1939 

lhe Brookmire Economic Service has San Diego Cons. Gas & Electric Ist Mtge. Ref. 6s, 1939 

instituted a call-up system for their Standard Gas & Electric Conv. S. F. 6s, 1926 

clients who have -invested for the long Standard Gas & Electric Secured 748, 1941 

pull movement, but find it impossible Syracuse Gas Co. Ist 5s, 1946 

to closely follow the movements of Twin State Gas & Electric Ref. 5s, 1958..........sceeeeeeeeeesens a. 


their investments. 




















Through this system it is possible for TRACTION COMPANIES 


Brookmire subscribers to register their American Light & Traction Notes 6s, 1925 
securities with us and be timely and Bloomington Dec & Champ. Ry. Co. Ist 5s, 1940 - 74 
accurately informed WHEN as well Danville, Champ. & Decatur 5s, 1938 a 90 


as WHERE to shift. Georgia Railway & Power 5s, 1954 - 90 
Kentucky Traction & Terminal 6s, 1951 - 76 


Thi ‘ " Knoxville Railway & Light 5s, 1946 oe 86 
This Phase of the Brookmire Service Milwaukee Light & Heat & Traction 5s, 1929 ™ 97 


is nothing new—thousands of clients Memphis Street Railway 5s, 1945 _ = 79 
have taken advantage of it for years. Northern Ohio Traction & Light 6s, 1926 - 97 
Let us tell you of the Brookmire Ser- Nashville Railway & Light 5s, 1958... ............ceeeeecceeeees ‘ames 93 
vice—not only from the standpoints of Portland Ry. P. & L. Ist & Ref. Series A 74s, 1946 * 106 
our registration service but from the Topeka Railway & Light Ref. 5s, 1933..... Seoddceesoessseseoesee eo. C.. 87% 


standpoints of our business and in- 


Tri-City Railway & Light 5s, 1930..... eenedeseseehseeeessé neues os Bee 92 
aaa : United Light & Rys. Ref. 5s, 1982. .........ceseeeee cece Seeees ~— a 89 
vesting forecasting. United Light & Rys. Notes 8s, 1980............. a - 106 bid 


Send for free bulletin M-24, which de- 
scribes the Brookmire Service in TELEPHONE AND TELEGRAPH COMPANIES 


detail. American Tel. & Tel. 5-Year Gs, 1924. .......ccceececvccecees 
Bell Tel. Co. of Canada Ist 5s, 1925 . 98 
== : Chesapeake & P: Tel. Co. (Va.) 1st 5s, 1943..........+- ey 95% 


| bor OLFIMITE accURaT. riMELY FORECASTS OF Masntt tatnos Home Tel. & Tel. of Spokane Ast 5s, 1936 ee 9414 


B ROOKM I R E Western Tel. & Tel. Collateral Trust 5s, 198%............ gate: me 97 


ECONOMIC SERVICE 11 mS RB ® Without warrants. 
43m Stree A—High Grade. B—Middle Grade. C—Speculative. 


“The of ferecas:| date 
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BET TER DEMAND FOR BONDS 
ood Issues Once Again in Demand 


DERATE gains in unlisted and 
sted bond prices have been notice- 
ble the last few weeks, after a 
of hesitancy which lasted from 
November well along into the 
part of January. This does not 
rily mean that the bond market can 
cted to immediately resume the up- 
movement which was interrupted 
ir but indicates a return of confi- 
lespite the large number of issues 
have been coming out. Public 
bonds on the whole did better dur- 
last few months than bonds of in- 
companies or railroads holding 
ains of 1922 in better shape. 
ng a long range viewpoint, public 
bond prices are still much below 
prevailing in 1917 despite the fact 
is dearer now. It is estimated that 
prices are still on an average five 
below those of six years ago, just 
the downward movement in all 
of securities of the public utilities 
der way. 
r tone prevailing early in the 
in the stock market has helped 
though the absorption in good shape 
part of investors of the many new 
coming out has been commented on 
iade for a renewal of confidence to 
extent. 


Higher Yields 


investor has benefited by the large 
er of new issues reflected in better 
on current offerings. A wide range 
Ids has been put in the market. The 
c Gas & Electric issue constituting 
t lien on properties placed at twice 
mount of the issue were sold to the 
or at a price to yield 5.60% while 
ue of the St. Maurice Power Co. 
was put out at a price to yield 


new issue of St. Maurice Power 
td. 64%9% is a long term bond run- 
to 1953 and should offer an attractive 
to those who do not have any preju- 
against investing in Canadian securi- 
A plant of 120,000 horse power will 
mstructed on the St. Maurice River, 
ec. Shawinigan Water & Power Co. 
agreed that for a period of forty 
it will purchase enough power from 
ompany to insure taking care of sink- 
und requirements and interest on the 
issue. 
is is practically a guarantee on the 
of the Shawinigan company whose 
ities have a good rating. Shawinigan 
 & Power consolidated 5% bonds 
34 sell around 99 where the yield is 
l%. The 5%% bonds of 1950 sell at 
101 yielding 5.40%. 


General Gas & Electric 


(eneral Gas & Electric Co. bonds and 

{ s continue to offer attractive yields to 
e who are looking for securities which 

: speculative possibilities. The secured 

f 1929 selling around 89 show a yield 
8.10% if held to maturity while the 

coi vertible 5s of 1932 at 80 give a yield 
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SCIENTIFIC STOCK SPECVEST- 
MENT 


UCCESS in investing and speculat- 

S ing is not measured by being 100% 

right, nor even 80% right. It is 
measured by just four things: 

1. Being more often right than wrong. 

2. Making gains in the aggregate ex- 
ceed losses. 

3. By being ahead of the game over a 
period of years. 

4. Salting away the difference in an 
ironclad trust agreement where it is 
proof against ourselves from further in- 
terference. 

People like ourselves who devote our 
whole lives to the task of analyzing con- 
ditions and advising busy men are not 
cleverer than our average reader. Some 
of our readers know more in a worldly 
and business way than we do. But they 
haven't the time to specialize nor study in 
the immense field necessary to know their 
bearings, or they have overlooked some- 
thing. Others again are frankly in the 
dark and place themselves entirely in our 
hands for guidance. Whatever the con- 
dition of the reader, investor, trader, or 
speculator may be, we consider ourselves 
nothing more than an expert secretarial 
organization, ourselves employing our 
sub-secretaries and their helpers to 
gather and report the details to us. 

But what does all this involve? 

It involves the “formula” we 
tioned. 

We are met in the street and asked 
“What do you think of the market?” We 
get it in letters and telegrams. The Wall 
Street man is hardly immune from that 
fool-question. It is safe to say that from 
Fulton street to the Battery (we suppose 
all our readers know the district) the 
majority of people meeting comment on 
the weather, but that is only an excuse 
to ask “How do you like the market— 
what do you think of Steel—Standard 
Oil—?” The latter is now more fashion- 
able and is likely talked about, but in this 
idle questioning is the keynote of the dif- 
ficulty and fascination in selling out 
ahead of the questioner, and buying be- 
fore he even gets ready to think what I 
think of the market! 

The chronic bull makes money (some- 
times) in bull markets, and in the long 


men- 








A Comfortable 


Future 


In going over your invest- 
ments you should be com- 
fortable about the future for 
yourself and for your family. 


This comfort will be yours 
if you budget your income and 
provide for a liberal amount to 
be invested in First Mortgage 
Real Estate Bonds with a 
house which has along estab- 
lished reputation. 





We now offer for sale a bond 
issue secured by a well located 
property and yielding 7%; and 
as this issue has already been 
placed on sale, we advise your 
writing for full information about 
it at once, 


Ask for Booklet N-15 


AMERICAN BOND & 
MortGAGE Co. 


INCORPORATED 





Capital and Surplus Over 
$3,000,000 

127 No. Dearborn St., Chicago 

345 Madison Avenue, New York 


Cleveland, Detroit. Boston, Philadelphia 
and other leading cities 

















waits in between he cither makes nothing, 
or buys half a dozen times too soon, or 
out his stale long stocks at big 
losses, wiping out real profits, paper 
profits, and sometimes a whole lot of 
imaginary profits. 


sells 


This is because for consistent success, 
year in and year out, during bull and bear 
markets alike, it is necessary to have a 
mental or actual “formula” and it is pon- 
derous, bulky, expensive, and tyrant of 
your time. The alternative is to use the 
formula of the man or the organization 
who has it—if you are sure he or it has it. 
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BROADWAY. 32Np-33nv STS. NEW YORK 


One of New Yorks 
Distinguished Hotels 














TOBEY & KIRK 


Members New Y ork Stock 
Exchange 


Founded 1873 


Investment 


Bonds 


List of current 
offerings will be 


mailed on request 


25 Broad St., New York 
208 So. La Salle St., Chicago 




















Odd Lot 
Trading 


The many advantages it 
offers the small as well 
as the large investor 
are outlined in a book- 
let which we will gladly 
send to anyone inter- 
ested. 


Ask for Booklet M.W. 395 


100 Share Lots 


John Muir & (0. 


{nw York Stock Exchange 
New York Cotton Exchange 


Members 


26 Court St. 
BROOKLYN 


61 Broadway 
NEW YORK 

















IMPORTANT ISSUES 
Quotations as of Recent Date 


American Type Founders..... 66 — 70 Ingersoll Rand 
Pfd. 98 —101 New Jersey Zinc 
Atlas Portland Cement 64 — 69 Niles-Bement-Pond 
Babcock & Wilcox........... 107 —109 Phelps-Dodge Corp’n. 
Se Sh sda cwernicnusenan *113 —115 Royal Baking Powder 
WL etnéctaedadevaenuente 101%—103% Pfd. 
Bucyrus, pfd. 100 —105 Savannah Sugar 
Celluloid Co. 93 — 98 Pfd. 
SE SE “wtivbinnwaneaesieasainn 143 —148 Singer Mfg. Co. 
Pfd. 110 —112 Thompson Starrett 
Congoleum Co., 1 93%— 95 Victor Talking Mach. 
Congoleum, com. ............ 135 —145 Ward Baking Co. 
Crocker Wheeler 50 —55 Yale & Towne 
Pfd. i sa eee 158 
Jos. Dixon Crucible 138 —143 *Ex Dividend. 
Gillette Safety Razor +270 —280 fListed on N. Y. Curb Exchange. 


-_ 
te 


Two Strong Features 


N the past fortnight, securities in the Over-the-Counter market were generally active 

and firm, while two issues scored remarkable advances. ~ Childs Co. was the « It- 

standing: feature of the market, selling from 127 to as high as 153, or a total gain 
of 26 points; while Royal Baking Powder was in increasingly good demand, its bid 
price moving up 7 points. Childs later reacted considerably, but is in good demand at 
current prices around $145 per share. Both these securities were selected for particular 
comment in the last issue of this Deparment. 

Following out the plan inaugurated in our February 3rd magazine, two more Over- 
the-Counter securities are analyzed below. Gillette Safety Razor has been listed on 
the New York Curb, but is grouped in our list for the reason that a number of this 
Department’s readers first became interested in this issue when it was an Over-tlie- 
Counter stock. 

The intended analysis of American Piano Co. must again be postponed. It had 
been hoped that an official statement from this corporation would be available in time 
for this issue, but such is not the case; and, as there have been no official figures pub- 
lished by Ampico since 1920, little value would be derived from an analysis of the 
available figures, now over two years old. 





The Borden Company 
Par: $100—Annual Rate $8—Yield at $113: 7.08% 


Date of Organization: 1857. 

Business: Preparation and distribution of best-known brands of condensed milk, 
and allied products; malted milk and allied products, milk chocolate, etc. 

Plants: Has 25 complete condensaries, 10 tin-can manufacturing plants, 23 feeders, 
2 confectionary plants, 2 malted milk plants and 1 dry milk plant, at widely distributed 
points in the United States and Canada. 

Subsidiary: Borden’s Farm Products Co., which took over the dairy and farm prod- 
ucts business of Borden’s in 1917. Of this company’s outstanding capitalization, con- 
sisting of $417,700 7% cumulative Ist preferred, $3,500,000 6% cumulative 2nd preferred 
and $13,500,000 common, all but the Ist preferred is owned and held by the control- 
ing company. 

Capitalization: Funded Debt: None, 

Preferred Stock (6% Cum., Par, 
ing, $7,500,000. Callable at 110. 

Common (Par, $100): Authorized, $22,500,000; outstanding, $21,- 
368,000. 


$100) : Authorized and outstand- 


Dividends: Preferred, regular quarterly dividends at rate of 6% paid since issuance 
Common: 1902, 8%; 1903, 8% and 144% extra; Dec., 1904, to date, 
8% per annum, and in December of each year from 1904 to 1907, ix 

clusive, 2% extra; in August, 1917, %4% extra for Red Cross. 


RECENT EARNINGS: 
Earned Per Share 


Gross Sales* Net Income* Pfd. Com. 
$122,284 $4,285 $57.13 $17.95 
120,294 2,819 37.58 11.0) 
99,880 2,925 39.00 11.53 
E7,969 E100.00 E20.09 


E—Estimated. *In Thousands. 
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WORKING CAPITAL* 
































urrent Assets:* 1919 1920 1921 
DEE” Go ccuGo. cht sce cuehaatn nee $ 6,512 $ 6,507 $ 6,507 
Cash EE eee a ne ee 2,187 3,034 2,716 
Rec eivables Shusnkdbebanaekedasuded anus 8,110 6,446 4,797 
I Se a ee cas wld ats ee ee ee 907 901 1,268 
Finished Goods (ipdethn kb ieehonnene wih 7,969 10,443 4,211 
Raw Materials and Supplies............. 6,497 8,729 5,403 
EE eb hick can ckbahan teed dadanecenh $32,182 $36,060 $24,902 
a urrent Liabilities* (Including Reserves): 
eR IN ois caves tases keabeaue ns ewes $ 2,963 $12,750 $ 4,435 
sas I ois cn oi a Ge ened bh ka aRaLe 5,630 3,801 4,064 
Me Oe ne 2,024 1,414 1,391 
i 14 cnn te cane aa hwe ke 283 72 124 
Te CDOOURNNEEE THUUOEUS 0. ceccccsccsccceees 5,819 6,636 5,163 
—l01M Other Reserves, etc. ...........ceccceeees 6,619 5,505 6,407 
— Fw enesene 
— 16 IIT Silk ah nd tn els Mi aed he Waa endaie ilkleee $23,338 $30,178 $21,584 
— 109 


jet Working Capital* 
(Based on Current Assets and Current 
jabilities as Above) 
In Thousands. 






7,844 $ 5,882 $ 3,318 









emarks: The Borden Company, operating a business formed over 65 years ago 

nd .bout the nearest thing to an essential to be found, is understood to be in the best 

ial position in its history today, with the outlook pointing to a continuance of 
resent active operations. 

oward the close of 1920, the corporation’s current debt heavily increased, its notes 

yavle at the end of that year totaling 12.7 millions as against 2.9 millions at the close 
1°19. In 1921, however, this account was greatly reduced; in fact, the sum of notes 
and accounts payable at the end of 1921 was $9,890,049, as against nearly $18,000,000 
in the previous year; and reliable reports to this department are to the effect that the 
Borden Co. will be able to show far greater progress in this direction for 1922. 
‘he earnings of the corporation have been at a very high rate by comparison with 
its preferred stock issue, totaling over $57 a share on this issue in 1919, and over $39 
ashare in 1921. For 1922, Borden is believed to have earned close to $20 a share on 
its common stock; and if this prove true, then its total net income must have approxi- 
mated $8,000,000, or something like $100 a share on the 75,000 shares of 7% cumulative 
preicrred outstanding. 

[hose who have watched developments in the Borden situation express the belief 
that directurs may soon take advantage of the callable feature of the preferred shares. 
Vh le a purely conjectural report such as this does not afford a sound basis for invest- 
en! commitments, it does serve to reflect current opinion of the corporation’s finan- 

tatus. 

}orden common, at $113 per share, to yield slightly over 7%, is selling considerably 
below the average income-level of other, no better fortified securities. Childs Company, 
for example, is selling at this writing to yield only about 5.60% and, although its 
latter-year results appear to have been somewhat more even than Borden’s, neverthe- 
less its shares are very similar in investment merit. To yield 6%, which would bring 
it close to the average level of our Over-the-Counter issues, Borden would have to 

it over $130, and nothing in the company’s record or present position precludes 
that price. 

[his department believes that Borden common can be recommended with confi- 
lence as a first quality investment security for business men. 
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Gillette Safety Razor 


Par: None—Annual Rate $12 Cash, 10% Stock—Yield at 
$270: See Text 


Date of Organization: 1912 
Business: Manufacture and distribution of safety razors 
Plants: Factories at Boston and Montreal 
Foreign Offices: Agencies in all important countries 
Capitalization: Funded Debt: None 
Pfd. Stock: None 
Common Stock: Authorized: 500,000 shs.; outstanding 302,500 


RECENT EARNINGS: 
(In Thousands) 
1915 1917 1919 1921 1922 (Est.) 
Net Before Taxes......... $2,427 $4,604 $6,025 $7,009 $9,000 


Remarks: Gillette’s leadership in its rich field is unquestioned. The corpora- 
tion is resourceful, well-managed and strong financially. In the last five years, the 
company sold over 16 million razor sets. Comparing this figure with the 2,500,000 
se's sold in the previous 5 years, we have a striking evidence of the growth of the 
business. 

The corporation has recently paid stock dividends at the rate of 10% a year. 
Far from diluting in value on this account, the shares have been pronouncedly 
strong for several months. Since first singled out for mention here, they have 
a 
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dvanced from 210 to above 270—the latter a high record price. 
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Established 1856 


H. HENTZ & CO. 


Commission Merchants and Brokers 








22 William St., 
New York 








Orders executed for future de. 
livery on the following Exchanges 
of which we are members: 


COTTON 


On the New York and Liver- 
pool Cotton Exchanges 


COFFEE & SUGAR 


On the New York Coffee and 
Sugar Exchange, Inc. 


COTTON SEED OIL 
On the New York Produce | 


change 


GRAINS & PROVISIONS 
On the Chicago Board of Trade 


STOCKS & BONDS 
On the N. Y. Stock Exchange 


55 Congress St., 
Boston 























New 
New 


New York 
Chicago 
St. Louis 
Chicago 


Winnipeg 


Burlington, Ia. 
Cairo, Illinois 
Cedar Rapids, Ia. 
Danville, IL 
Decatur, IL 
Enid, Oklahoma 
Excelsior Spgs, Mo. 
Fort Dodge, Iowa 
Galesburg, Ill 
Gibson City, IL 
Jacksonville, TIL 


Louisiana, Mo. 
acvmb, Illinois 





Established 1880 


James E. Bennett 


& Co. 


MEMBERS 


York Stock Exchange 
York Cotton Exchange 
New York Produce Exchange 


Stock Exchange 
Stock Exchange 
Board of 
Kansas City Board of Trade 
St. Louis Merchants Exchange 
Minneapolis Chamb. of 

Grain Exchange 


Winnipeg 
New York—PRIVATE WIRES—Deaver 
New Orleans 


LISTED & CURB STOCKS—ODD LOTS 
DENVER OIL STOCKS 


332 S. La Salle St., Chicago 


BRANCHES 





Curb Market 


Trade 


Memphis, Tenn, 
Mendota, Ill, 
Mexico, Mo. 
Milwaukee, Wis, 
Monmouth, Illinois 
Minneapolis, Minn 
Oklahoma City, Okla. 
Paris, Illinois 
Peoria, Illinois 
Quincy, Illinois 
St. Louts, Mo. 
Sioux City, lowa 
Streator, Illinois 
Storm Lake, Il 
Waterloo, Iowa 
Watseka, Iii. 
Wichita, Kans. 

















PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their opera- 
tion. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 


The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 201 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO. 


Specialists in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 








20°, More 
income 


Why not obtain maximum 
income with safety by se- 
lecting securities which 
everyone does not demand? 
At practically all times it 
is possible to obtain bonds 
and preferred stocks of 
equal or higher investment 
rating, which yield you 
20% more income simply 
because they are neglected. 
We specialize in such se- 
curities, which may be pur- 
chased outright or on our 





SYSTEMATIC 
SAVINGS PLAN 


By this method you can 
multiply your holdings 
four times, paying 20% to 
25% down and the balance 
in installments arranged to 
suit your convenience. 














A representative list of 
securities and details of 
our Systematic Savings 
Plan sent free on request. 


Ask for MW-71 
R. J. McClelland & Co. 
Investment Beourities 
60 Broadway, New York 


In addition to the stock dividend, the corporation has distributed cash at th 


rate of $12 a share. 


It is interesting to note that anyone who purchased 10 shares of this iss: 
210, say,.a year ago, has since seen his holdings increased 60 points in marke 


value per share; has received 1 additional share in stock, and has also received $ 
in cash. With the stock now worth $270, this means: 


Present Value of Original 10 Shares 
Present Value of One Share Received as Stock Dividend 


Cash Dividend Received 


Total 


$2,70 0 
12 


$2,982. 


As the 10 shares bought at 210 would have cost $2,100, the total available it.cre. 
ment at present prices would be $892, or some 28% of the cost. 
If the stock maintains its present price, if stock dividends at the rate of 10% 


annually continue, and cash dividends at the rate of 


$12: Then the purchaser 


share today would receive on his $270 investment, $27 of value in new stock 


$12 cash, or $39 altogether. 
vestment. 


This would mean a yield of almost 15% on th: 


Disregarding the stock dividend, Gillette at 270 offers a straight cash 


of 4.44% 


There is, assumedly, a point where Gillette’s expansion will be reached. 
company has a world- market, however, and it is not easy to ascertain just w 


that point would be. 
small. 


’ c Meanwhile, speculative possibilities of the issue are not 
While Gillette can hardly be recommended for simon-pure investmen: 


view of its phenomenal expansion, it still appears to be a good business man’s : 


ip 








ACTION ON RURAL 
CREDIT IN DOUBT 
(Continued from page 725) 











introduction of drastic amendments, or 
through the merging of doubtful bills 
into one, will result in a sharp reaction 
of feeling that may defeat the whole 
proposition. 

It is generally believed today that there 
will be no action at this session upon the 
various sharply contested issues, which 
had threatened to present themselves at 
the opening. Among these are branch 
banking and action on par clearance of 
checks. Those who desire to have these 
questions threshed out have met with no 
success, because of the opposition of the 
political leaders who desire to keep the 
way clear for rural credits legislation, 
carrying with it, of course, amendments 
to the Federal Reserve Act now at least 
open to doubt regarding their future pos- 
sibilities. If present executive plans to 
leave Congress in adjournment until next 
winter should, as reported, hold good, as 
they evidently are likely to do, something 
like another year would be gained, within 
which opinion on these questions may 
have an opportunity of crystallizing. 
There has been, thus far, little change in 
the bitterness of the various contestants 
engaged in the controversy, although what 
looks like a tacit agreement to leave the 
branch and par questions in abeyance un- 
til a more favorable time, when they can 
be assured consideration, has seemingly 
been reached. 

The Comptroller of the Currency has 
filed a belated report with Congress, in 
which he sketches the present situation of 
the National banking system and makes 
some interesting recommendations. 

The Controller of the Currency reviews 
the situation in the National system and 
finds that during the year ended June 30, 
1922, the gross earnings of national banks 
amounted to 1,067 billions, a reduction as 
compared with the preceding year of 34,- 
651 millions. Losses for the year amount- 
ed to 135 millions on account of loans 
and discounts and 33.5 millions on ac- 


> 


count of bonds securities, etc. The net 
addition to profits for the year was 18! 
millions. He finds that demand deposits 
increased during the past year by al 

1 billion, amounting to 9,415 billion 
the last report date in 1922. By way oi 
new legislation he recommends an ex'en- 
sion of the charter life of national bank 
to a ninety-nine year period and also 
mission for the consolidation of state 
national banks under the same term 
provided for the consolidation of nativnal 
banks. The establishment of branch 
within the towns in which national banks 
exist is once more suggested and scm 
changes in the penal sections of present 
law are likewise indicated. Besides thes 
more or less familiar changes some 
portant alterations affecting the condi 
tions under which banks may liquidate are 
also presented for the attention of (¢ 
gress while special punishment for the 
issuance of false statements regarding 
the condition of national banks is further- 
more favorably commented upon in c»n- 
nection with a bill now pending in ‘he 
House of Representatives. In speaking 
of the Federal Reserve system the ( 
troller says: “That some _ expectat 
which were entertained at the time of 
establishment have been disappointed.’ 
First among these disappointments he 
enumerates the failure to enlist a lar er 
share of the banks of the country 
urges that there be “wise liberality 
dealing with the national banks and 
Federal Reserve system” in order to kcej 
its membership well up to requiremer ts 
The Controller furthermore predicts the 
necessity of returning a considerable pzrt 
of the gold held in the United States t 
foreign countries and he asserts that the 
most difficult banking situations to 
dealt with at the present time are thc s¢ 
which exist in sections where agricultu:al 
depression prevails. However, he regards 
the banking situation as definitely better 
all around than it was at the time of t 1 
last .report and apparently is of opini 
that the recommendations made in tx 
present report will tend to improve it st'll 
further as well as to keep the banks bc! 
ter satisfied with the position of the na- 
tional system than they could other- 
wise be. 


THE MAGAZINE OF WALL STREET 











NCOME TAX DEPART- 
MENT 


(Continued from page 731) 











), the combined net income is $1,500. 
return need, therefore, be filed by 
unless the combined gross income 
; $5,000 or more even though if consid- 
ere’ separately, a return would be re- 
jit-d of the husband since his income 
exc ds $2,000. 
substantial difference in tax liability, 
ther -fore, may be created, dependent upon 
her a joint return is filed or whether 
ate returns are filed for the husband 
wife. The reason for this difference 
bvious. Incomes above $6,000 are 
‘ct to graduated surtax rate. The 
ter the income above that amount, 
the higher is the surtax rates. Ii, there- 
r-, the combined income of husband and 
exceeds $6,000, and each separately 
has a net income, they subject themselves 
to aigher surtaxes, by filing a joint re- 
tur. than by reporting separately. For, 
ind vidually, there may be no surtaxes 
imposed, or, if any at all, the amount 
wold be less than when reporting jointly. 
his can be more vividly seen from a 
o.crete example. Let us assume, that 
the husband’s income is $5,000 and the 
wie’s income is $5,000 and that neither 
have dependents. If a joint return were 
ikd, the net income would appear as 
1,000, on which they would be entitled 
$2,009 exemption, leaving $8,000 sub- 
jet to tax. For normal tax purposes, 
$4 100 would be taxed at 4%, or $160, and 
$4.00 at 8%, or $320. The total normal 
would, therefore, be $480. Surtaxes 
ild be 1% on the $4,000 of income be- 
en $6,000 and $10,000 or $40. The to- 
tax, therefore, would be $520. 
separate returns were filed, they 
ild each report a net income of $5,000 
take an exemption of $1,000, leaving 
1 et income subject to a tax of $4,000, 
ch would be taxed at 4%, or $160. 
: total tax, therefore, that they would 
» to pay would be $320. As the tax 
wn by the joint return was $520.00, a 
saving of $200 results. 
t should be noted that in working out 
foregoing example, it was assumed 
t when separate returns were filed, the 
$..000 exemption was divided equally be- 
en them. The law does not require 
to be done, but permits the exemp- 
1 to be taken in any proportion the 
ties see fit. In other words, the hus- 
d could have taken the entire $2,000 
mption, and the wife none, or vice 
Sa; or it may have been divided in any 
ier proportion agreed to between them. 
dividing the exemption equally, how- 
eer, in this case the greatest saving re- 
ted as, otherwise, either the husband 
wife would have had to pay the 8% 
rmal tax on the part of the taxable net 
ome in excess of $4,000. 
It can thus be concluded that where the 
mbined income of the husband and wife 
greater than $6,000, separate returns 
ther than joint returns should be filed, 
cept, of course, where one of the mari- 
| unit has a net income and the other 
net loss. Where, however, the com- 
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INVESTING BY MAIL ~ ; 


To meet the needs of investors remote from our 
offices and those who are not in touch with our 
H representatives, we maintain a Special Depart- 
ment well equipped to render Investment Service 


by Correspondence. 


Our February investment offerings include 
eleven well-secured bonds which are available 
in $500 denominations, at prices yielding from 
5.70% to 6.75%. Several of these issues are 
also available in $100 denominations. 





Descriptive circulars on request for MW-F24 


ESTABLISHED 1660 








ine, Webber & Company 
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PHILADELPHIA WORCESTER MINNEAPOLIS 
ALBANY SPRINGFIELD ST. PAUL 
HARTFORD PROVIDENCE DULUTH 
MILWAUKEE DETROIT GRAND RAPIDS 
| Members New York, Boston, Chicago, Detroit and Hartford 
| Stock Exchanges 
| New York Cotton Exchange Chicago Board of Trade | 
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Bureau of 
Canadian 

CANADIAN, 
pec Information 

The Canadian Pacific Railway through its Bu- 
reau of Canadian Information, will furnish you 
with the latest reliable information on every phase of industrial 
and agricultural development in Canada. In the Reference 
Libraries maintained at Chicago, New York and Montreal are 
complete data on natural resources, climate, labor, transportation, 


business openings, etc., in Canada. Additional data is constantly 
being added. 


Development Branch 


If you are considering the establishment of your industry in 
Canada, either to develop Canadian business or export trade, 
you are invited to consult this Branch. An expert staff is main- 
tained to acquire and investigate information relative to Cana- 
dian industrial raw materials. Information as to such raw 
materials as well as upon any practical problem affecting the 
establishment of your industry, including markets, competition, 
labor costs, power, fuel, etc., is available. 


No charge or obligation attached to the above service. Busi- 
ness men and organizations are invited to make use of it. 


CANADIAN PACIFIC RAILWAY 


DEPARTMENT OF COLONIZATION AND DEVELOPMENT 


c. P. R. Building 
Windsor Station Madison Ave. at 41th St. 165 E. Ontario St. 
Montreal, Can. New York Chicago 



























Gotel, 
Breslin 


Broadway 
at 29iSt. 





A SHORT DISTANCE FROM 
PENNSYLVANIA AND 
GRAND CENTRAL 
TERMINALS—WITHIN A 
FEW MINUTES OF EVERY- 
THING WORTH WHILE 


THE HIGH-CLASS HOTEL 
WITH MODERATE RATES— 
ROOM WITH BATH, $3.00 


Edward C. Fogg Warren M. Goodspeed 
Managine Director Resident Manager 




















CRILLON 


I5 EAST 482/T. 
ARTISTIC AND 
UNUSUAL 
APPOINTMENT 


MAKE DINING 
AT THIY, 


SMART 
RE/TAURANT 




















TAE DICTAPAUNE 


Worth 7250 
280 BROADWAY 
New York City 





bined income is less than $6,000, and both 
the husband and wife have a net income, 
it makes no difference whether a joint or 


separate return is filed. Here, too, an 
exception must be noted and it applies 
where the combined net income is brought 
below $6,000 as a result of offsetting the 
losses the husband may have sustained as 
against the income of the wife, or vice 
versa, for then it is apparent that it is to 
their advantage to file a joint return. 


Another feature of joint returns is that 
their filing is entirely optional with the 
taxpayers and that a joint return can be 
filed one year and separate returns filed 
another. It was held that even where a 
husband and wife had already filed sepa- 
rate returns, they had the right to file 
amended returns on a joint basis and ob- 
tain any refund due them. 

In some states the Community Prop- 
erty Law exists. The Income Tax De- 
partment recognizes this law and so per- 
mits the husband and wife to report 
according to its provisions. In _ those 
states, it is therefore possible for the sal- 
ary or business income of the husband 
to be divided between husband and wife 
and reported for tax purposes in that 
manner. In the Eastern and Mid-Western 
States, however, the Community Prop- 
erty System is not a recognized institu- 
tion and, therefore, not applicable. 


Questions and Answers 


Q.—I wish to ask you the best way of 
treating the following in my Income Tax 
Report. I sold a house for the sum of 
$2,800. The house was acquired in 1904 
at a cost of $1,650. Since its acquisition, 
$346.50 was spent installing a bath, $75.00 
in building a shed and $60.00 in putting 
in new steps. Can I deduct these expen- 
ditures besides the taxes paid on it this 
year? Also may I make allowance for 
depreciation? Some tell me I cannot. I 
must also add that a boiler for hot water 
was put in last year at a cost of $27.00. 
The house is assessed for $1,550.00.— 
B. &. 


A.—It is first important to know the 
March Ist, 1913, value of the building, 
for before a profit is created, the sales 
price must exceed March 1, 1913, value 
of the property sold. In arriving at the 
profit on the sale, the cost of installing 
the bath, etc., can be added to the cost of 
the house, or its March 1, 1913, value 
if the additions were made after that 
date. Then it becomes material to know 
whether the property was used for resi- 
dence purposes or was held for invest- 
ment. If the former, the profit is deter- 
mined by the difference between the sales 
price and the March Ist, 1913, value, plus 
the cost of the additions subsequently 
made. If the property was not used for 
residence purposes the gain is computed 
by off-setting against the sales price, the 
net total of March 1, 1913, value and the 
additions subsequently made, less depre- 
ciation computed on the March 1, 1913, 
value to the time of the sale. 

In either event, the taxes for the cur- 
rent year can be deducted. 


Q.—Have been advised through adver- 
tising matter received from Dental Sup- 


ply houses having accounting books ty 
sell that tax returns for 1922 will cary 
requirements that an itemized showing oj 
all receipts will be demanded of Dentists 
Physicians and other professions. As | 
did not learn of this till well into th 
year and never having kept strict accoun 
of cash receipts till after I did learn of 
this new ruling, I will thank you through 
the columns of the Magazine if you wil 
set me straight on this point. It has no 
been required till this year and I am not 
certain at all about it not having accey 
to any authoritative source till now — 
P. 3. me 

A.—The writer is not aware of any re. 
quirements in the 1922 returns that a 
itemized showing of all receipts is de. 
manded from professional people. Th 
only 1922 forms that have been as yet re. 
leased are those for individuals having 
an income of $5,000 or under and there 
is nothing on those forms or incorporated 
in the instructions accompanying them 
that mentions anything in this respect. 
Nor is it believed that the Department 
would ever reasonably make such a re. 
quirement, for it would by far overburden 
the form with information that is not 
material towards the proper audit of the 
return. 

This matter need not, therefore, be of 
further concern to you until the Depart- 
ment specifically makes it a requirement 











































OUR NEW SCHOOL FOR 
TRADERS 


(Continued from page 677) 















































subject of intelligent operating in stocks. 
Just as physicians, engineers and those 
of other professions, pass their discoveries 
and their problems along to their associ- 
ates by means of addresses and papers 
printed in their society journals, so we 
hope to inaugurate a spirit of cooperation 
among our subscribers in which the result 
of their studies and observations may be 
published in this department with due re- 
servation of anything that appears too 
valuable to be disclosed. 

One feature of this department will be 
the republication of certain of our most 
instructive articles, not alone for their in- 
trinsic value, but because they will suggest 
to our readers certain lines of investiga- 
tion by which many will profit, and we 
hope that the result will be the evolution 
of even more valuable articles than those 
which first appear. We trust that ovr 
readers will take a deep personal interest 
in this field and that the effect will be a 
new school of operators who eventually 
will prove to be more intelligent and suc- 
cessful than any other group in or out 
of Wall Street. 

The first article or lesson in’ this new 
School for Traders will appear in the 
March 17 issue of the Magazine. In the 
meantime, if any of our subscribers have 
suggestions to make, we will appreciate 
their communicating with the Managing 
Editor, using a separate sheet of paper 
from all other communications, and mark- 
ing it at the top, “School for Traders.” 
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Securities and Commodities 
\nalyzed in This Issue 
BONDS 


Bord Buyers’ Guide 
No ee ~ Bell Tel. 7s 

No where tates Power 63 k 

Pp. 5. Corp. of New Jersey 5s toc N 


Ph ‘adelphia Co. 6s Bee J 

No © Saat Eee Co. Gs... * 

Ne curity Offerings 

Sted Secers Grain Cotton 


. RAILROADS Our facilities enable us to handle 
Pere Marquette Ry transactions for the large or small 


Iinois Central 


Union Pacific investor. 
INDUSTRIALS — 
We invite correspondence on any 


Arcerican Woolen 


fuestons Gon, yee securities . . . listed or unlisted. 




















U. S. Steel Corp 


Ot's Elevator Co "708 

Worthi Pum 

—— CLARK, CHILDS & CO. 
Westinghowee Electric | 
U. S. Realty & Impvt. Co | MEMBERS 
3 — , de New York Stock Exchange 
Peamanns, Ltd. New York Cotton Exchange Chicago Stock Exchange 


Dominion Connere Chicago Board of Trade N. Y. Coffee & Sugar Exchange 
PUBLIC UTILITIES PRIVATE WIRES TO PRINCIPAL CITIES 


Amer. Tel. el. Co 
A = dh FW. 165 BROADWAY, NEW YORK 


PETROLEUM Telephone Rector 6600 


California Petroleum Co Branches: 
Hotel Belmont, New York Hotel Murray Hill, New York 
MINING Hotel Ten Eyck, Albany, N. Y. 

New York 


Miami Copper Co 
Butte & Superior 


Newburgh 
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THESUM OF $7 54ND QOLTS. + 75.% BENEFICIAL 
acaner re vo PROFIT 
Mr. BENEFICIAL BONDHOLDER SHARING 
ANYWHERE . ‘ Toe | This 


Month 


PROFIT SHARING NO 10. 
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YMENT G® PRO RATED SHARE / 
T SHAPING OW SERILS 6 6% 
5 OF THIS SOCIETY IN NAME 








& LOAN SOC “ety 195 BeO40M ay 
aon RES5 


10 Profit Sharing and 36 Interest Coupons 
Totalling 91% of Par in 9 Years 
is the remarkably good record of payments made by the 


BENEFICIAL LOAN SOCIETY 


to holders of its 6% DEBENTURE GOLD BONDS who are located in practically every State in the Union and in 
ten foreign countries. Beneficial Bondholders still have 63 quarterly interest coupons (142%) and 16 years 


of Profit Sharing still ahead. 
Are You interested in an investment which pays you an income 6 times a year? 
Mail today Coupon below for full particulars of this bond which 
is an obligation of the largest corporation of its kind in the world. 


Denominations $5,000 $1, —_ $500, $100 


Clarence Hodson s [fo 


ESTABLISHED 1893 —= INC 
PECIALIZE INSOUND BONDS 
YIELDING ABOVE THE AVERAGE 

135 Broadway New York 





Clarence Hodson & Co., Inc., 185 Broadway, N. Y. 
Please send me descriptive circular M.W. 25 without 
obligation. 
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Prov. of Ontario 5s 
due Oct. 1942 
to yield 5.12% 


Prov. of Alberta 5s 


due Jan. 1948 
to yield 5.20% 


City of Montreal 5s 
due Nov. 1954 
to yield 5.20% 


Prov. of Brit. Columbia 5s 
due Jan. 6, 1925 
to yield 5.40% 


Prov. of Alberta 4's 
due Feb. 1924 
to yield 5% 


Payable in New York in 
United States Gold Coin 


Canadian Bond 
Corporation 
of New York 


100 Broadway 
Phone 4863 Rector 
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Bonus 


From an established Canadian 
Chain Store system 
The Dominion Stores, Limited, is 


the largest chain store organiza- 
tion in Canada, having over 190 


8% 


stores now in operation. It re- 
tails groceries and foodstuffs, the 
necessities of life. 


Plans this year call for over 75 
new stores. 


Earnings during 1922 increased 
over 72% and sales over 47%. 


Dividends paid regularly on the 
preferred shares and common 
stock now paying a dividend of 
$1.00 per year. 


We can offer the Class “A” 8% 
Cumulative Preferred Shares at 
par, 100, carrying 25% bonus of 
common stock. 

These securities have unusual in- 
vestment features combining 
safety, high yield and an oppor- 
tunity to profit through the Com- 
mon Stock Benus. 

A special circular we have pre- 
pared will be mailed upon re- 
quest. 


fousser Woon « @MPANY 


INVESTMENT BANKERS 


10-12 King Street, East 
TORONTO CANADA 




















PULP & PAPER 
Div’nd Recent 


Rate Bid Asked 

$4 Abitibi (M) 68% 
. Brompton (M) % 39% 
6 gy (M) 93 

2 Price Bro: 45% 
7 Spanish River (M) 

7 do. pfd 


8 Bell Tel. (M & T) 

4 Brazilian * (M & T). 

6 Can. Gen. El. (M & T).. 
10 Con. Gas (T ) 
10 Mont. Tram (M)... 

5 Montreal Power (M) 

6 Ott. Power (M & T 

7 Shawinigan (T) 

. Que. Rwy. (M) 


* Rights expired. 








ACTIVE SECURITIES 
DEALT IN ON MONTREAL AND TORONTO STOCK EXCHANGES 
(Quotations in Canada) 


MISCELLANEOUS 
Div'nd Recent 
Rate Bid Asked 
$6 Asbestos (M) 68 
7 do. pid. (M) ‘ 86% 
. Atlantic Sug. Refrs. .. 22% 
. Brit. Emp. Steel 9 
d 


. Smelting (M). se 
. Canners (M & T) oe 


. pid 7 
. Glass (M & T)...... 
. Lyal (M) 
8 Canadian Cottons (M).. 
12 Dominion Textile (M).. 
8 Penmans (M) 
12 Ogilvie Flour, Ltd....... ..306 
12 Lake of the Woods 











ANADIAN securities were active 
and firm during the month just 
ended. Such important price-changes 
as were recorded among the securities 
selected for quotation in the table above 
were on the constructive side, among the 
widest changes in the bid-price being: 
Previous 
Bid 
Asbestos Corporation... 65 68 
Dominion Glass 89 94% 
Canadian Cottons....-. 120 


Penmans, 140% 
Ogilvie Flour 306 


Recent 
Bid 


The financial community, of course, was 
much encouraged by the pronounced ac- 
tivity and strength sh wn in the American 
markets, as Canadian securities frequently 
follow United States markets quite closely. 

A feature of great interest in banking 
circles was a reduction of %4% in money 
rates. The existing money situation was 
described as fundamentally strong in this 
correspondence as of January 20th, and 
reference was made to the fact that 
private funds were in sufficiently large 
supply to be loaning at 6%, against a rate 
of 61%4% imposed by the banks. On 
January 22nd, the correctness of these 
conclusions was demonstrated by a reduc- 
tion in the call loan rate in Montreal from 
6%4% to 6%. 

Students of conditions see nothing in the 
present situation to demand particular cau- 
tion at this time, and much that warrants 
encouragement. Canadian industries are 
enjoying active markets and there are no 
indications of oversupply. 

Strength in the securities tabulated 
above was not the result of any new de- 
velopments, but rather the outcome of a 
better appreciation of their relative invest- 
ment merits. Canadian Cottons, for ex- 
ample, increased its gross revenues from 
sales by over 100% in the period from 
1916 to and including 1921, and has regu- 
larly shown a good margin of earnings 
for its common shares. The phenomenal 
rise in cotton values in recent months has 
exerted a similar effect on the value of 
this corporation’s inventories. (Further 


information regarding this company -yas 
contained in our’ issue for December 23, 
1922.) Obviously, the company has main- 
tained a strong financial position and g od 
earnings, and at its previous comparatiy el; 
low price was out of line. At the rew 
price of 120, the issue offers a yield of 
6.66%, which does not seem too low (‘or 
a concern of its calibre. 


Per.mans, Limited 


The common stuck of Penmans, Limi'ed, 
was the outstanding feature of the market, 
advancing over 12 points. The advaice 
was in response to the declaration o/ a 
bonus of 2% on the stock (payable 
February 28 to record stock of February 
16) and this in turn was based on ‘he 
company’s greatly improved position 
There follow an analysis of Penmans’ 
results for the period from 1916-1920: 


Earned Per Share 
Sales Preferred Common 

1916 $5,840,127 20.9 7.4 

1917 6,896,496 28.6 11. 

1918 ...... 8,648,383 24.9 9.5 

1919 ...... 8,538,848 33.8 13.4 

1920 9,499,181 29.0 11/ 

The company was able to earn ‘tts 
fixed charges in 1921 by a good margin; 
but the reversals suffered by all industry 
that year prevented Penmans from earn- 
ing its full dividends, and a small deficit 
($164,511) constituted its final result for 
the year. 

Penmans’ affairs are believed to have 
been about as good last year as they weve 
poor in 1921. The corporation manu- 
factures knitted goods, principally, but all 
other kinds of woolen and cotton goods; 
it has seven mills in Ontario and two n 
the Province of Quebec; at the close cf 
1921, its current assets were some 15 
times its current liabilities; and its work- 
ing capital amounted to over $3,000,00). 
Thus Penmans has been in a position to 
take full advantage of the great improve- 
ment that has occurred in the textile ir- 
dustry. 

Those who have studied the affairs of 
this company believe that the 2% bonus, 
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City of Montreal 


5% Gold Bonds 


Issued by the 
City of Maisonneuve 


due May, 1954 


Maisonneuve bonds are a direct 
obligation of the City 
of Montreal 


Payable in New York 


Price 96-14, and Interest 
Yield about 5.25% 


Rutter & Co. 


i+ Wall St. 37 Lewis St 
NFW VORK HARTFOR" 




















ANADIA 


Securities 





The vast natural resources of 
Canada, her immense water 
powers, her gold and silver 
mines, her great wheat-growing 
areas, have just begun to be 
developed. 


Canada is one of the most 
richly endowed countries in the 
world. Her national finances 
are sound; her provinces and 
municipalities are prosperous; 
her industries are thriving. 


Investment in Canadian Govern- 
ment, Municipal and Corpora- 
tion securities is bringing rich 
returns to thousands of United 
States investors. 


Let us send you our selected 
list of Canadian offerings and 
tell you how you can increase 
your investment income in this 
remunerative field. 


Graham Sansoné (a 


LIMITED 
INVESTMENT BANKERS 


TORONTO, CANADA 
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in addition to the regular annual 8%, will 
be maintained, i. e., that the company’s 
common shares are now on a 10% basis. 
In that case, at 140; the issue offers a re- 
turn of almost 7.15%, which is high by 
comparison. 


Dominion Canners 


In Dominion Canners preferred, students 
of Canadian values see a speculative in- 
vestment opportunity of substantial merit. 
The issue is 7% cumulative, and at the 
present price of 80 offers a yield of almost 
0%. 

Dominion Canners produces 85% of the 
canned fruits and vegetables in Canada. 
Beside 60 factories owned in Ontario, 
Quebec and British Columbia, the com- 
pany owns and controls several other 
manufacturing plants operating in aux- 
iliary lines. An analysis of its deprecia- 
tion policy indicates that the company has 
written off some two millions against 
plant in the period from 1910 to and in- 
cluding 1921, while in the same period its 
fixed assets (buildings, plants and ma- 
chinery) have increased from 4.9 milions 
to 6.4 millions, and the number of its fac- 
tories from 48 to 60. Since 1913, also, 
its bonded indebtedness shows a reduction 
from $1,956,000 to $1,320,000, or a reduc- 
tion of about 28% in the mortgage liabil- 
ity ahead of the preferred shares. 

While the apparent results for 1922 are 
not expected to show very large profits 
for last year, the corporation’s financial 
position, on account of past conservatism, 
should be very encouraging. With good 
business activity in the current year, it is 
expected that Dominion Canners will be 
able to attain a substantial profit margin. 
While the official figures are pending, the 
preferred shares must be _ considered 
speculative; but the high yield now offered 
would encourage commitments for those 
willing to assume the comparatively slight 
risks involved. 





WORTHINGTON PUMP & 
MACHINERY CORP. 
(Continued from page 709) 





yield is in excess of 8%. This price level 
in itself indicates that the earnings posi- 
tion of Worthington Pump is not re- 
garded with easy confidence. In other 
words, the preferred stocks are selling at 
semi-speculative levels and undoubtedly 
are hesitating at these levels until some- 
thing more definite develops regarding 
the ability of the company to protect divi- 
dends by an adequate margin. That is to 
say, Worthington achieved distinction as 
a big earner during the war period, but 
as a peace-time earner status is still ques- 
tioned by the opinion of the securities 
markets. 

After four years of big earnings, the 
common was put on a dividend basis of 
$6 in 1920, the rate being reduced to $4 
in October, 1921, at which time dividends 
at this rate were declared for the whole 
of the ensuing year. At the expiration 
of this year, that is to say October 15, 
1922, dividends were suspended. Early 
in 1922 the common shares, following the 
trend of the general market, rose to 55%. 
From that point they gradually declined 














PARTIAL 
PAYMENTS 


The Best Way to Buy 
Good Securities 
on Convenient Terms 


Send for free Booklet MW-5, which 
explains our plan and terms. 


James M. Leopold & Co. 
Established 1884 

Members New York Stock Exchange 

7 Wall Street New York 














MILLIONS 


are being lost annually through 
the purchase of mining stocks. 
Still, people will take chances. 
The purchase of Municipal 
securities of old and big Euro- 
pean cities offer excellent 
speculative possibilities, with 
small outlays. 


Information Cheerfully 
Furnished 


C.B. RICHARD & CO. 


Established 1847 
Investment Securities 
29 Broadway New York City 














Do You Handle 


Canadian Securities? 


This department is acting as a 
market place for these securi- 
ties, bringing them to the at- 
tention of forty thousand 
American investors every 
month. Financial houses 
handling Canadian securities 
should take advantage of this 
department. It will appear 
again in our issue of Mar. 17. 
We will be glad to mail you 
detailed information upon re- 
quest. 
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Service 


In All Markets 


STOCKS COTTON 
BONDS GRAIN 


Recent issues of our Market Let- 
ter analyze the earnings and 
market position of 


AMERICAN CAN 
NATIONAL BISCUIT 
TIMKEN ROLLER BEARING 
U. S. INDUSTRIAL ALCOHOL 
The current issue comments on 
December earnings of the impor- 

tant rails and analyzes 
SOUTHERN RAILWAY 
and 


PERE MARQUETTE 
Send for Circular MW-17 


Carden, Green & Co. 


Members 
New York Stock Exchange 
New Yor? Cotton Exchange 
New York Produce Exchange 
Chicago Board of Trade 


43 Exchange Place 
New York 


Telephone—Hanover 0607 




















WHITEHOUSE & CO. 


Established 1828 


Stocks and Bonds 
Accounts Carried 


lll Broadway, New York 


Members New York 
Stock Exchange 


BALTIMORE 
Keyser Building 


BROOKLYN 
186 Remsen St 

















until they hit the low of 267% in October 
following the suspension of dividends. 
They moved contrary to the general trend 
of the market and since making the low 
have shown an indifferent ability to re- 
cover, the advance since last November 
being about 8 points. 

Market activity is limited and until 
it can be demonstrated that the com- 
pany is able to show a sustained earn- 
ing power on the junior shares, either 
class of preferred offers a better op- 
portunity than the common from a 
speculative standpoint. If dividends 


on the preferred can be continued and 
earned, there is plenty of room for a 
substantial advance in those stocks. 





SOME REMAINING BOND 
OPPORTUNITIES 
(Continued from page 719) 











but earnings and the securities pledged 
make the issue attractive at this level. 


Some Unlisted Issues 


The fact that bonds are unlisted does 
not detract from their merits in any way. 
Compared with listed issues there are 
equally good bond. traded in on th. un- 
listed market. Sometimes it is possible to 
get better yields with equal degree of 
safety among the unlisted issues. 

lor those looking for investment bonds 
which return a yield of better than 6%, 
the following three suggestions are 
offered. They are not first mortgage 
issues but constitute issues of high-grade 
companies which are well managed. 
American Gas & Electric Co. 6% gold 
debenture bonds of 2014 at the current 
price of 98 show a yield of 6.15% and are 
well worth consideration for investment 
purposes. The company controls many 
public utility properties throughout this 
country. General Electric Co. and Elec- 
tric Bond & Share Co. are interested in 
the organization which insures a high 
plane of management. 

American Power & Light Series A 
debenture 6% debenture bonds of 2016 at 
the current price of around 93 show a 
yield of close to 644%. It is also a hold- 
ing company. Both this and the debenture 
bond mentioned in the foregoing para- 
graph could well be picked up on any re- 
cession in the bond market. Easier money 
conditions in the next few years would 
probably see both these issues at least 
selling at par. 

Mississippi River Power debenture 7s 
of 1934 at current offering price of 101 
show a yield of 6.90%. They are callable 
at 103. For the small investor’s con- 
venience, they may be obtained in coupon 
form in denominations of $100. The issue 
is comparatively small and probably will 
be called before maturity. In the mean- 
time they offer a good yield and are at- 
tractive. 


Conclusion 


All the above recommendations are 
made with an eye to investment rather 
than speculative profit, although the latter 
feature is by no means missing in many 
of these bonds. These issues are espe- 


cially attractive in consideration of their 
comparatively high yields and, for all 
practical purposes, large degree of secur- 
ity. The list was compiled only after the 
most careful investigation and is recom- 
mended for the consideration of conserva- 
tive investors. 





THE DOCTOR’S DILEMMA 


(Continued from page 712) 











to do—his results will be very materially 
increased. 

Yes—my friend the doctor will be well 
cared for. 


The Last Step 


So it was that we programmed out the 
doctor’s needs. Thereafter, it only re- 
mained to total up the c-st, and then ad- 
just his budget to conform with that cost. 

It was found that his insurance sched- 
ule, plus his savings account, called for 
a total of $940 a year. In addition, the 
doctor was increasing his equity in the 
office building (by his amortization pay- 
ments) at the rate of $450 a year. So 
that, including this item in his Savings & 
Insurance account, the total sum of this 
“first charge” upon his gross income 
amounted to $1,390. 

As the doctor had earned $10,534 in the 
previous year, we took that as the mea- 
sure of his income. Deducting the $1,390 
from it, we had $9,144 left for running 
expenses. And this, after much delibera- 
tion, we apportioned as follows: 


Carrying Charges on Office Bldg. 
(less Amortization Payments) ...$1,744 

Home Rental 

Food 

Clothing 

Servant 

Luxuries 

Development 

Prof. Exp., including Auto 


With this done, we had our doctor’s 
problem solved, his prescription filled out. 
We had provided for his own old age; we 
had provided for his dependents in case 
of. his death; we had arranged his living 
expenses in such manner as would permit 
him to continue to maintain a comfortable, 
well-apportioned establishment at the same 
time that he maintained his new insurance 
and savings program. Thus, we had ful- 
filled the three chief purposes of a man’s 
financial career. 

The doctor thought well of the program. 
In fact, he adopted it in its entirety. For 
some time now he has been following it 
to the letter. 

And perhaps I may record, with a little 
pardonable satisfaction, that since he insti- 
tuted this program, my doctor friend has 
been a changed man. He is enjoying all the 
freedom from doubt and anxiety that a 
wise insurance program provides. He 
knows that he is safe, that his wife is safe 
and that his children are safe. 

In fact, I am almost willing to assert 
that no tonic he has ever prescribed for 
another has produced half the relaxation, 
the mental relief, the buoyancy that this 
prescription of mine has produced for him. 
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AN INTERESTING BOOK 

One of the most interesting works on 
finance we have examined in a long time 
is APPLIED BUSINESS FINANCE, 
by Edmond E. Lincoln, M.A. (Oxon.), 
Ph.D., formerly Assistant Professor of 
Finance Graduate School of Business Ad- 
ministration, Harvard University. The 
book is unique in its application of prin- 






ples of finance to every-day business. A 
wef summary of its contents, includ- 
ins such interesting features as “The 
Average Industrial Concern—Its Normal 
Problems,” “Shall the Enterprise Be 
Launched?”, “Business Finance and the 
Stock Market,” will indicate its rather 
uvusual appeal. The style is simple and 
har and the book is interestingly and 
tingly illustrated. Publishers are A. W. 
Si.aw, Chicago. 













WHO ARE THE VAN 
SWERINGENS? 


(Continued from page 696) 

















led a third road to their growing string, 
ying from the New York Central a road 
which was not of very great use to it. 
The Lake Erie & Western parallels for 
the most part other New York Central 
routes and its acquisition by that company 

1899 was very likely prompted by the 
d-sire to put it out of the way of harm. 
Iis stock was recently purchased at a low 

ure, for the road had not been able to 
develop a heavy traffic as a part of the 
New York Central and earnings have 
proven very irregular. 

Although the Lake Erie & Western 
may not in itself prove a very lucrative 
aldition to the Nickle Plate it supplies 
several needs which more than justify its 
acquisition. It gives the Nickle Plate’s 
main stem adequate feeders at its western 
end, through good territory in Indiana, 

d also gives it a line to Peoria, Illinois. 
The latter is very valuable as it permits 
interchange with western roads at that 
point, thus obviating the heavy terminal 
charges which the transfer of traffic at 
Chicago entails. On July 5, 1922, the 
Nickle Plate received permission from the 
Interstate Commerce Commission to oper- 
ate the Lake Erie & Western as part of 
its system and since that date monthly. 
perating results for the two have been 
ymbined. 
































The New Nickle Plate 






Under an agreement made the 28th of 
Yecember, 1922, these three roads which 
1¢ Van Sweringens control are to be con- 
jlidated into a single corporation to be 
nown as the New York, Chicago & St. 
ouis Railroad Co. The new company 
vill comprise the old Nickle Plate, the 
‘lover Leaf and the Lake Erie & Western. 
[he stock of the new corporation will be 
xchanged for the securities of the old 
ompanies and there will be outstanding 
45,880,000 Cumulative Preferred Stock 
ntitled to 6% dividends, and $59,620,000 
Yommon Stock. 

This group of small roads now united 
forms a compact system, reaching many 
»f the important traffic centers west of 
3uffalo; among which are _ Chicago, 
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Investment and Business 
Service again Selects the 
Right Stocks to Buy 


Subscribers to THE INVESTMENT AND BUSINESS 
SERVICE, have had another remarkable illustration of the value 
of scientific guidance in the selection of securities. 


On January 30th, we advised purchases of 22 rails and 22 in- 


dustrials. 


Profits accruing to those who followed the advices should 


be sufficient to pay for the service for a life time. 


The rise in the market thus far has been sufficient to prove that 
we were absolutely right and that it was exactly the right time to 





THE SERVICE 
1.—Prompt replies to inquiries re- 
garding any security—or the 
standing of your broker. 
2.—An eight-page service 
issued every Tuesday. 
3.—The technical position for 
traders showing what to do 
with 100 stocks or more. 
4.—The Investment Indicator, which 
has no duplicate anywhere. In 
tabular form it shows the in- 
vestment position of the leading 
stocks and tells you what to do, 
whether to buy, sell, hold or 
wait. 
5.—The Richard D. Wyckoff color 
graph of Business, Money, 
Credit and Securities. 
6.—Without additional charge a 
summary of the regular and 
special letter advices sent to you 
by night letter collect—optional 
with you. 
7.—A brief but thorough survey of 
the various fields of industry. 
8.—Recommendations of profit pos- 
sibilities in bonds. 
9.—A special wire or letter when 
any important change impends. 
With your subscription, send us a 
list of your securities, on which we 


report 











do the buying. Some of these 


stocks are still within the pur- 
chasing zone and additional op- 
portunities are developing daily. 

Hook our judgment up with 
yours! 


THE INVESTMENT AND 
BUSINEss SERVICE is the 
recognized guide and authority 
for the man of moderate 
means. It is a cold-blooded 
analysis of all the factors that 
enter into the investment and 
trading situations. 


The advices are clear and 
definite. They not only lead 
to trading profits, but show you 
how to obtain a higher invest- 
ment yield. The success that 
has attended our work has es- 
tablished us as America’s pre- 
mier security service. 


Don't wait until all the major 
opportunities have been ex- 
hausted. Send in your sub- 
scription today and commence 


will render our opinion without . 

crag: veel taking your profits out of the 
security markets. 

--————--— — USE THIS COUPON — ———————— 


THE INVESTMENT and BUSINESS SERVICE 


of The Magazine of Wall Street, 
42 Broadway, New York City 


Enclosed find my check for $125 for the Investment and Business Service, to be 
sent me once a week for an entire year, beginning with the next issue. 


Wire service wanted—yes ™ No © 


Feb. 17. 


. Address.... 

















Cities Service Co. 


Seven Per Cent 


GOLD DEBENTURE 
BONDS 


An income of $25 a 
month may now be 
obtained by invest- 
ing about $4,000 in 
these select bonds, 
which have behind them 
the combined strength of 
the 120 or more successful 
Public Utility and Petro- 
leum subsidiaries of Cities 
Service Company. 


Send for Circular D-18 


CITIES SERVICE COMPANY 


& 


60 WALL ST.) 
BRANCHES IN 


NEW YORK 
PRINCIPAL CITIES 




















Reorganization 


We have prepared 
aSynopsis and 
Analysis of the 
proposed Plan 
of Reorganization 
of this System 


A copy will be gladly furnished 
on request for M. W. 1/0 


W™ Carnesic Ewen 
Investment Securities 

2 WALL ST.—NEW YORK 
Telephone Rector 3273-4 

















Louis, Fort Wayne, Indian- 
apolis, Detroit, Toledo and Cleveland. 
Under the Interstate Commerce Com- 
mission’s tentative plan of consolidation 
they were grouped together as the western 
part of a fifth trunk line, which was to 
be built up on the main stem of the Nickle 
Plate. The Van Sweringens in moulding 
these three roads into a single system are 
furthering the Commission’s Plan. Sup- 
plementing and mutually strengthening 
one another as they do, their unified 
operation ought to work to their common 
advantage. 


Peoria, St. 


The Outlet to the Seaboard 


Obviously if the Nickle Plate is to be- 
come a system comparable to any of the 
four existing trunk lines, namely the 
Pennsylvania, the New York Central, the 
Erie and the Baltimore & Ohio, it must 
of necessity possess an outlet to the At- 
lantic. Apparently for the purpose of ac- 
quiring such a connection the Van Swer- 
ingens have recently exercised an option 
to purchase the holdings of Henry E. 
Huntingdon and associates in the Chesa- 
peake and Ohio which although not a 
majority of the latter company’s stock, 
form a sufficient percentage to give them 
full control over the road’s affairs. This 
is their most formidable undertaking in 
the railroad field, for whereas the three 
roads to be merged into the new Nickle 
Plate represent only 1,700 miles of road, 
the Chesapeake & Ohio, with its. sub- 
sidiary, the Hocking Valley, totals about 
2,900 miles. This illustrates the magni- 
tude of the operation in comparison with 
their former deals. 

Although the Chesapeake & Ohio fur- 
nishes an outlet to the Atlantic at New 
port News, it is not nearly as valuable to 
the Nickle Plate as a road from Buffalo 
to the seaboard would be. It is to Buffalo 
that the Nickle Plate takes most of its 
tonnage and it is at Buffalo that most of 
its westbound traffic is obtained from 
other carriers. The natural adjunct and 
eastern connection of the Nickle Plate 
would be either the Lehigh Valley or the 
Lackawanna. The Chesapeake & Ohio 
cannot conceivably work in combination 
with the Nickle Plate as _ either of these 
roads could. 

It is not to be assumed however, that 
the acquisition of a large interest in the 
Chesapeake & Ohio is ill-advised. It does 
assure the Nickle Plate of adequate fuel, 
as the Chesapeake & Ohio is one of the 
largest coal carriers, but this is a rather 
large step to take for this one factor. It 
is probable however, that the Van Swer- 
ingens have some ultimate end in view 
which so far they have not seen fit to dis- 
close. Later developments may give the 
matter a different aspect, and purely as 
an investment the Chesapeake & Ohio is 
likely to prove profitable. 

Apparent it is that the Van Sweringens 
are making a very effective bid for a 
prominent place in the railroad world. 
Just what they will ultimately accomplish 
it is rather early to say, but in the light 
of what they have already done their pur- 
pose is to put together a system to serve 
the entire territory between the Atlanic 
seaboard on the East, and Chicago and St. 


Louis on the West. If this fifth trunk 
line is ever to seriously rival such giant's 
as the Pennsylvania or New York Central, 
several deficiencies still remain to be mace 
up. However, judging by the degree of 
success which has so far characterized 
their operations, even this possibility is not 
precluded. 





IMPORTANT DIVIDEND 
ANNOUNCEMENTS 








Am’t Stock Pa 
Ann. Rate - Declared Record 


$4 Amer Bk Note com. $1. 00 
3 Amer Metal com.... 75c 
Amer Metal $1.75 
Amer P §S Ist pid... $1.75 
Amer P S 2nd pfd... 5c 
Amer Shipbldg com. 2% 
% Amer Soda Ftn 1A%% 
Amer Tobacco com. 3% 
% Amer Tob com B... 3% 
Beth Stl com A 1%% 
Beth Stl com B.....1%% 
Seth Stl pfd 14% 
’ Beth Stl 8% pfd..... 2% 
Brooklyn Edison.... $2.00 
7% Brunsw’'k B Col com 1% % Yo 
$4 Buf Roch & P com.. $2.00 
$6 Buf Roch & P pfd.. $3.00 
$8 Burns Bros com A.. 
— Burns Bros com A.. 
2 Burns Bros com B.. { 
2 nae Cop & Zinc... 
$7 Calif 
7% Calif Pet 
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$6 Col Gas & Elec.... 
$7 Cons Cigar pfd..... 
$5 Cons Gas new com. 
$6 Cont P & Bag com. 
$6 Cont P & Bag a 
$3 Deere & Co pid.. 

9% Del & Hudson 

8% Diamond Match..... % 

5% Gen Asphalt pfd... 

—Ga Ry & Pr com. 

8% Ga Ry & P Ist pid: 

Ga Ry & P 2nd pfd 

7 Goodrich B F ed. 
Hart, Schaf & 
Humphreys Oil.. 
Inland 

, Iron Products pfid.. 
Isle Royal Copper... £ 

» Kelly Spnegfield pid... - 2% 
Kresge S S com. 
-Kresge SSc (stk) . 

7% Kresge S S pfd 
$4 Lima Loco com.... $1.00 

7% Lima Loco pfd..... 14% 
$6 Natl Enam & S com 16 
$7 Natl Cloak & S pid. 14% 
7% Natl Lead pf 1% % 
$7 Norfolk & W com. - = 1 
$3 Ohio 
— Ohio Fuel Sup (stk) 100% 

7% Ont Steel Pdts pfid.. 14% 
$2 Owens Bottle com.. bos 
— Owens Bottle com.. 25c 
$7 Owens Bottle pfd.. $1 = 
$6 Pacific G & E 1st pfd $1.! 
$6 Pacific G & E pr pfd st "0 

6% Penn R R 6% 

Penn Coal & C Geik) 46% 

8% Penn Coal & C com 2% 

5 Phila Co pfd 
Rep Iron & Stl pfd. 
Reynolds Spg pfd Al 4% o 
® Reynolds Spg pfd B 4) 0 
St Joseph Lead.... 
— St Joseph Lead-:.... 
— Southern Pipe Line. 
$6 Stand Milling pfd.. 
$5 Stand Milling com. 
— Stand Oil of Cal. 
— Stand Oil of N Y. ic 
$7 Stand Oil of O vid. $1. 

$10 Studebaker com. - $2 50 
$7 Studebaker pfd 

$10 Tampa _ Electric. 

7% Timken Det Ax pid. 1K % 
$5 Union Tank Car com $1.25 
$7 Union Tank Car pfd $1.75 

8% United Cigar St com 2% 

7% United Gas Imp pid 14% 

5% U S Cast I Pipe pid. 1%% 

U S Lumber (stk).. 100% 

6% U S Realty & Imp.. 1%% 
$5 U S Steel com $1.25 
$7 U S Steel pfd.. . $1.75 

lt’ S Tob com (stk). 20% 

% Van Raalte pfd 14% 

Vivaudou common... We 
$7 W’ton P & M pfd A $1.75 
$6 W’'ton P & M pfd B $1.50 
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ARE MUNICIPAL BONDS 
GOOD INVESTMENTS? 

















ntral, 2 é 

mace (Continued from page 716) 

te of 

“a into such traps, the pitfalls for the un- 

mn lled must be great. 
How Bankers Regard Municipals 
The foregoing should not be construed 

D a reflection upon the investment merits 
municipal bonds as a class. As has 
en said, they rank, as a class, among 

— » highest forms of investment available 

Pa our security markets. 

abi: In this connection one is reminded of 







facts brought out at the time of the 
ath, two years ago, of one of the 
eatest philanthropists this country has 
oduced. This philanthropist, a man of 
eat wealth, was a partner in a large in- 
rnational banking house. Facts brought 
it under analysis of his investment hold- 
gs disclosed tha. he was a very heavy 
| older of the bonds of the municipality in 
hich his firm did business; and further 
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= quiry along this line disclosed that one 
2-1., | the agreements included in the partner- 
a lip called for the investment of a large 
1 roportion of the bank’s surplus in these 






ume municipal bonds. In other words, 
lis well-known international banking 
suse considered the bonds of its muni- 
pality the highest form of investment 
vailable for its surplus—a _ reputation, 
cidentally, which history proves their 
tle to. 
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Effect of Tax Exemption Repeal 
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A development of great interest in the 
iunicipal bond field just now is the move- 




























! ient toward repeal of tax exemption as 
1 pplied to such securities. (Most income- 
L uilders realize that municipal bonds enjoy 
1 1x exemption, and that this feature has 
o dded to the demand for them). 

‘a It is generally agreed that, should tax 
ol xemption be repealed, the amendment 
a uuld not be made retroactive. In other 
15 vords, while exemption might be repealed 
+ n respect of issues sold after the legisla- 
; on had been enacted, the municipal bonds 
. uutstanding up to that time (some 24 bil- 

1 ions today, I believe) could not be brought 
. inder the amendment and made taxable. 
5 In this event, obviously, the existing muni- 
~ ipal issues would be the beneficiaries of 
0 in even more special dispensation than 
1 oday, and in all likelihood would be in 
i very great demand. 

1 
0 How Experts View Prices 
4 In closing, it may be of interest to note 
5 how municipal bonds experts feel about 
1 the price-trend in this market today. One 
1 dealer of established reputation—and, inci- 
l dentally, a good friend of ours—makes a 
: particularly interesting point: Before the 
income tax law was introduced, he points 
out, municipals sold on a basis to yield 
some 3.50%, while railroad bonds legal for 





investment by savings institutions sold on 
an average 4.50% basis. In other words, 
there was a disparity of. about one point 
between the yield returns on these two 
on = 
classes. Today, however, our friend 
(Please turn to page 759) 
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if REDUCTION 

| OF RISK IN 
INVESTMENT 
PRODUCTIVENESS 
AND PROFIT IN 
MANAG EMENT 


Was 1922 
a Red Figure Year? 


Progressive industrial executives are studying their financial statements 
for 1922. Telltale figures in red appear on some of them. These are the 
danger signals that betray unhealthy conditions which must be heeded 
before the contagion spreads. 
Does YOUR financial statement bear these marks of weakness? If it 
does, are you planning ways and means to correct and eliminate them? 
The discovery of such conditions is vitally necessary, but very often this 
information comes too late—the damage is done. Red figures on your 
statement are belated signals of distress. Beforehand KNOWLEDGE 
of true conditions would enable you to check the development of these 
danger spots. Therein lies the secret of your future success. 
AN AVRAM REPORT is a panorama of your business organization, as 
broad in scope as the business itself, and detailed to the degree that makes 
every individual function stand out in clear relief. The examination is 
made by individual experts—specialists in the fields of engineering, finance, 
administration, production and marketing. It is an individual, specific 
analysis of your plant and organization, made on YOUR premises. It is, 
therefore, knowledge from which you derive immediate and direct results. 
AN AVRAM REPORT brings to you a broad, clear vision of your place 
in industry. It shows you where you stand today and what you can do 
to better that position. It tells wherein you are weak and how you can 
strengthen that weakness. It shows you where you are strong and points 
the way to the fullest development of that strength. It brings to you that 
complete knowledge and understanding of your problems that enables you 
to strike out confidently on a progressive course for bigger and better 
business. 
AVRAM RECOMMENDATIONS give you a constructive program 
for betterment. They are made in the light of many years of industrial 
experience. A staff of competent experts studies your business in confer- 
ence and develops a program of action for you that reacts to the pro- 
nounced betterment of your industry. ‘That betterment is clearly evi- 
denced in terms of increased Prosperity. 
If 1922 was a red figure year in YOUR business, an Avram examination 
and Report will prevent its repetition in 1923. Why not secure that 
knowledge, eliminate the red figures on your financial statement and put 
your business in its rightful place in world industry? 

The complete story of Avram Service is told in a 


timely, thought-compelling booklet, “Science in Indus- 
try.” May we send it to you without obligation? 


M-H‘AVRAM’ 8-COMPANY 


INCORPORATED 


Management and Industrial Engineers 
360 MADISON AVENUE, NEW YORK 
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Are You Interested 
in Banking ? 


The AMERICAN BANKER 
established in 1836 gives, 
each week, the news about 
banks and bankers for every 
section of the country. 


Its special articles on timely 
and important banking top- 
ics contain a world of infor- 
mation and serve to keep one 
posted on the big issues and 
movements of the banking 
world. 


Pin a dollar to this advertisement 
and send for three months’ trial. 


Hmerican Banker 


The Oldest and Most Read 
Banking Journal in America 
67 PEARL ST. NEW YORK 


$5 a Year 15¢ each 














Investors 
Pocket 
Manual 


Contains statistics in condensed 
form on all issues listed on the 
New York Stock Exchange and 
other leading exchanges. 

Gives capitalizations, earnings, 
dividends, ticker abbreviations, 
high and low prices for 1922 and 
other valuable information. 


Copy sent on request. 
Ask for M 151 


MORRIS & SMITH 


Members New York Stock Exchange 
115 Broadway, New York 
Phone Rector 1820 




















GUANTANAMO SUGAR COMPANY 
The Board of Directors has this day declared a 
Dividend of $2.00 per share on the Preferred 
Stock, for the quarter ending March 31, 1923, pay- 
able April 2, 1923, to stockholders of record at 
the close of business March 15, 1923. The trans- 
fer books will not be closed. 
MALCOLM McDOUGALL, 
Assistant Treasurer. 
New York, February 6, 1923. 


MAILING LISTS 


Original compilation, guaranteed 100% correct 
(with replacement). Responsible firm offers neat- 
ly typewritten white-bond-paper-lists of stockhold- 
ers in industries: Oils, mines, food, public utili- 
ties, tobacco, banks, insurance, rubber, 700,000 
names; also 300,000 small town country investors 
average worth minimum $5,000.00; $9.00 thou- 
sand names. Prompt, courteous service. Address 
Dept. TT, Martinek Company, Corona, N. Y. 
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1920 


25 RAILROADS 

& INDUSTRIALS 
4 STREET RAILWAYS 
2 PUBLIC UTILITIES 
1 MUNICIPAL 
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MARKET STATISTICS 


N.Y.Times Dow, Jones Avgs. 
40 Bonds 20 Indus. 


Monday, January 29 
Tuesday, January 30 
Wednesday, January : 


Thursday, February 1.....85.92 


Friday, February 2........ 3 
Saturday, February 3...... 
Monday, February 5 
Tuesday, February 
Wednesday, February 7... 
Thursday, February 8 
Friday, February 9 


98.26 
97.75 
97.43 
97.76 
98.70 
99.33 
100.03 
101.01 
101.05 
101.05 
100.82 


N.Y.Times 
7—50 Stocks—~ 


High Low 


87.19 86.27 
87.40 86.38 
86.82 85.99 
86.59 85.92 
87.34 86.54 
88.01 87.30 
88.92 87.49 
89.87 88.81 
90.03 89.01 
90.19 88.98 
98.08 89.11 


20 Rails 


87.20 
86.58 
86.26 
86.08 
86.63 
87.34 
88.08 
88.93 
88.80 
88.91 
88.17 
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“STOCK: MARKET+ AVERAGES: 


1920 


BD 25 RAILROADS 

B25 INDUSTRIALS 

<< COMBINED AVERAGES 
OF 25R.R.6 25 INDUSTRIALS 


1922 
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(Continued from page 757) 


points out, “legal rails” are selling on 
ut a 4.85% basis, and municipals on a 
4.25% basis. Or, the disparity between the 
has narrowed down to a little more 
n half a point. It is held that, with 
same good security behind them as 
«ore (the taxation qualifications of the 
nicipalities) and the additional ad- 
tage of tax exemption the disparity, 
her than narrowing, should have been 
reased. In any event, were municipals 
bear the same. relation to rails today as 
y did before the Income Tax, and if 
rails are worth the price they are now 
ling for, then municipals should be 
clling on a 3.75% basis, instead of a 
5% basis—or considerably higher. 





IS LABOR TURNING 
CAPITALIST? 
(Continued from page 689) 








hood’s purchase of a large interest in 
the Empire Trust Co. are considered, 
one gets the impression that labor- 
banking, instead of being a new form 
of battle-tactics on the part of Labor 
organization, is more truly a move 
toward co-operation between the two 
classes, if not, indeed, a joining of 
hands which may make the interests of 
Labor and the interests of Capital one. 

When Warren Sanford Stone, repre- 

nting the Brotherhood of Locomotive 

ngineers, purchased part-interest in the 
mpire Trust, he joined forces with one 
the oldest trust companies in New York 

id, directly, with some of the most 

ominent capitalists in the country. He 
cid not get control of the Trust Company. 

President Baldwin is to be believed, the 

‘w interests are not to change the insti- 

tion’s policy. He simply teamed up. 

nd he teamed up with a group which, 

‘cording to previously accepted standards 

however fallacious), has interests as un- 

ke his interests as day is unlike night. 

The Empire Trust, if you please, is one 

f the oldest institutions of its kind in this 
ity. It was formed twenty-one years 
go. It is one of the most important in- 
titutions of its kind. It has resources 

f over sixty millions of dollars. The 
resident of the institution, Leroy W. 
taldwin, was an “outsider” once, in the 
ense that he came to this city and “un- 
onnected unknown”; but he _ speedily 
lemonstrated his claim to recognition and 
1as long been, I believe, the largest stock- 
older. Certainly he is a representative 
»f the so-called Capitalistic class. Asso- 
‘iated with Mr. Baldwin in the directorate 
»f the Empire Trust is a group of men 
whose names read like an abbreviated 
registry of our leading capitalists: T. 
Coleman du Pont, of what comes close to 
being the wealthiest family in the United 
States; Charles M. Schwab, steel mag- 
nate, for all his humanness and de- 
mocracy; August Heckscher, with wide- 
flung interests in zinc, coal and steel and 
real estate; Minor C. Keith, who has ex- 
tensive interests in South America. 

If, as President Baldwin has stated, no 
changes are to ensue in the Empire direc- 
torate, beyond admitting Messrs. Stone 
and Prenter to the board; if, as he has 
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New Issue 


75,000 Shares 


The Auto Knitter Hosiery Company, Inc. 


(Incorporated under the Laws of the State of New York) 


CAPITAL STOCK 


Without Nominal or Par Value 


Transfer Agent 
Empire Trust Company, New York 


Registrar 
Irving Bank—Columbia Trust Company 


CAPITALIZATION 





Authorized Issued 


Capital Stock without nominal or par 


value 


Held in Treasury of the Company. . 


Outstanding 


150,000 Shares 125,000 Shares 


ee 25,000 “ 


100,000 “ 


The Company has no preferred stock and no funded indebtedness of any 
description 


Full information regarding this issue and the business and property of the 
Company are set forth in a letter from Mr. Oscar F. C. Kunau, President of 
The Auto Knitter Hosiery Company, Inc., a copy of which can be obtained 
at the office of J. S. Bache & Co., and is summarized as follows: 


NATURE OF BUSINESS 





The Company manufactures and sells 
for domestic use, hand-operated knit- 
ting machines, and also sells yarn to 
the purchasers of the machines and 
buys the finished hosiery from them 
which it resells to the trade. 


HISTORY 


The business was founded by Mr. 
Kunau in 1915 and has been steadily 
and consistently growing since that 
time. The sales for the year 1922 
totaled $2,491,273.34. 


ASSETS 


The Company owns a factory at Buf- 
falo, which is substantially new and 
is fully equipped for the conduct of 
the Company’s business, and is ample 
to take care of a normal and reason- 
able growth. The net assets, after all 
liabilities, as of December 31, 1922, 
amounted to $777,981.09, of which 


$407,250.45 are net current assets. 
The appraisal made by D. B. Adams 
& Co., Inc., as of November 25, 1922, 
shows the present sound value of the 
assets, after allowing for all liabili- 
ties, to be in excess of $960,000. 


EARNINGS 


The net earnings for the years 1921 
and 1922 were respectively $434,229.59 
and $713,433.60 after deducting de- 
preciation and taxes at 1922 rates, and 
after deducting royalties at the rates 
which have been fixed for the future. 


DIVIDENDS 


It is the purpose of the management 
to inaugurate dividends on the stock, 
in the near future, at the rate of $3 
per share per annum. 


MANAGEMENT 


The management of the Company 
will remain unchanged. 


The properties of the Company have been appraised by D. B. Adams & Co., 
Inc., Industrial Engineers, of New York City, and the books and accounts of 
the Company have been audited by Barrow, Wade, Guthrie & Co., Accountants 


and Auditors, of New York City. 


All legal proceedings in connection with the issuance of this capital stock have 
been passed upon by Alexander Levene, Esq., of New York City, Attorney for 
the Bankers, and Kalph A. Kellogg, Esq., of Buffalo, N. Y., Attorney for the 


Company. 


Subscription books will be opened at our offices 10 A. M., Wednes- 
day, Feb. 14, 1923, and will be closed at our discretion but not 


earlier than 3 P. M. of the same day. 


We reserve the right to 


reject any subscription or to allot a lesser amount than applied for. 


Price $22.50 per share 


J. S. BACHE & CO. 


Members New York Stock Exchange 


42 BROADWAY 


- NEW YORK 


The information contained in this advertisement has been obtained from sources which 
we believe to be reliable, but the statements herein are not to be regarded as repre- 
sentations of the bankers, 





























$10,000.00 
CASH RESERVE 





MONTHLY PAYMENT PLAN 


$50.00 Saved 
120 Months Nets You 


$10,000.00 


$25.00 Saved 
120 Months Nets You 


$5,000.00 


Non-Taxable—9% Investments 
First Mortgage Real Estate Se- 


curity. State Supervision _ 


OKMULGEE 


Building & Loan Association 
OKMULGEE OKLAHOMA 























STOCK MANUAL 


Contains over 250 pages of valu- 

able condensed statistics and in- 

formation relative to stocks and 

bonds listed on the leading ex- 

changes. 

If you cannot call, send for Booklet 
M.W. 316 


WILSON & CHARDON 

Members Consolidated Stock Erch. of N. Y. 

62 Broadway New York 
Telephone Whitehall 1964 








FORD REO PACHARD 
Detroit is market for Motor Stocks. 
Interesting information and markets 
on request. 
JOEL STOCKARD & COMPANY 
Penobscot Bldg., Detroit 
Members Detreit Stock Exchange 











ea 


to the dollar and offers speculative oppor- 
tunity with unlimited profits from small 
investment. 
method of stock eperation given in book- 


Full explanation of this 
let “W.” Free on request. 


JEFFERSON & JEFFERSON 


INCORPORATED 
42 BROADWAY, NEW YORE 
LICENSED BROKERS IN 
PUTS AND CALLS 
Largest dealers in U. 8S. specializing exclusively 
in contracts guaranteed by members of the New 
York Stock Exchange. 
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also stated, the policies of the institution 
are to remain the same; if these things 
are true, and remain true, then there is 
only one interpretation of-the Empire 
Trust deal: That is that Warren Stone, 
one or the most astute labor leaders in 
the country, and Charles M. Schwab, one 
of the most astute capitalists, have dis- 
covered common interests and a way to 
work together to the mutual benefit of the 
organizations they represent; that Labor 
and Capital can get together; that the 
age-old antagonisms between the two 
classes can be disposed of. 





SHOULD MUNICIPAL 
BONDS BE TAXED? 
(Continued from page 693) 








sale of tax-exempt securities,” declared 
Mr. Kelsey, “would seem to be withdrawn 
from circulation entirely, if the effects of 
tax-exemption were actually what the 
critics of exemption claim. Of course, 
that is a completely erroneous conclusion. 
Government funds so raised go into the 
erection of public buildings, the construc- 
tion of public highways. The money so 
expended does not reach some invisible 
barrier, and halt there before reaching the 
people. It pays bills and goes into circu- 
lation just as the proceeds of a corpora- 
tion bond issue go into circulation, with 
the difference that the Government’s funds 
are not employed as profitably as the cor- 
porations’s. 


“In further connection with this view 
that exemption is ‘drying up the sources 
of revenue for legitimate industry,’ some 
very striking and pointed figures may be 
cited to prove the fallacy. Look here—” 
Mr. Kelsey pointed to the following para- 
graph in the Committee Report: 


“It may be that the very rich buyer of 
the tax-exempt bonds withdraws from 
business, but his money is not withdrawn. 
At any rate, the figures show that some- 
thing is greatly increasing the number of 
people who pay income taxes. In 1917 
that number was reported at 3.4 millions, 
and in 1920 at 7.2 millions, and the to- 
tal income increased from 13.5 billions to 
23.7 billions! It does not look, therefore, 
as if the increase in the number of tax- 
exempt bonds was impairing the produc- 
tivity or prosperity of the country, or 
drying up the sources of revenue.” 


At this point in Mr. Kelsey’s remarks, the 
thought occurred to the writer that no re- 
port presented by the Committee on Taxa- 
tion of the New York Chamber of Com- 
merce would be likely to be prejudicial to 
the best interests of “legitimate industry.” 
A glance, merely, at the affiliations of the 
members of the Tax Committee is enough 
to establish that fact. Thus, Mr. Kelsey 
is a director in Corn Products Refining, 
Thompson Starrett and others; Mr. Wil- 
liam C.° Demorest is director in Royal 
Baking Powder, Famous Players-Lasky, 
and others; Mr. Donald G. Geddes is a 
director in Consolidated Gas, Houston 
Oil, Mercantile Marine and others; and 
Mr. William P. Philips is director in Co- 
lumbia Gas & Electric, Cuba Cane Sugar, 
Pere Marquette, Pierce Arrow, and 
others. It requires a very considerable 
stretch of the imagination to conceive of 
these men supporting a policy hurtful to 
the American industrial plant. 

“But what about the theory that tax- 


exemption encourages municipal extrava 
gance?” I asked. “What about the con 
tention that the banking interests, wit 

the enormous market existing in tax- 
exempts, are egging the municipalities « 

to profligate extravagance to provide mor 
bond issues for the bankers to sell?” 

“Would bonds yielding one per cen! 
higher, as they apparently would witho 
exemption, be any more difficult to sell? 
demanded the Chairman of the Titl 
Guarantee. “Do our existing tax rate 
indicate that municipal extravaganc 
would be checked by any such simp! 
measure as repeal of tax-exemption 
Have you noticed any pronounced ten 
dency toward conservatism in averag 
municipal government out of regard fc 
the tax-paying resources of the public 
In such municipalities as are being waste 
fully developed by thoughtless politica 
groups, would an increase in the cost o 
money, merely leading to an increase 
necessary collections from the people a 
as a restraining influence? Obvious! 
not. 

“It is the debt limit and the integrity 
and probity of our public officials and th 
restraints put on them by the taxpayer 
to which we must look for a curb on ex 
travagance and waste. Where, by lega 
subterfuge or what may amount to shar; 
practice, the just and wise limits are nov 
being exceeded, nothing in the repeal o 
tax-exemption would rectify the situa 
tion or supply its remedy. You wouk 
have to go far deeper than that.” 





TRADE TENDENCIES 


(Continued from page 732) 








demand moving in routine manner. Waxes 
are in great demand for the export trade 

Profit margins are believed to be in- 
creasing, as the improvement in retail 
prices of refined products has more than 
counterbalanced recent advances in the 
price of crude, and a fortiori the increases 
in production costs. 





METALS 








Domestic Demand Grows 


Copper has been holding well around 
the newly-established high level of 
15 cents, some business being  trans- 
acted at even better figures. Domestic de- 
mand is very heavy, particularly in brass 
products, automotive supplies and building 
requirements. Some export trade is being 
done with France and England, but Ger- 
many, once the mainstay of the foreign 
market, has practically withdrawn since 
the Ruhr invasion. When things quiet 
down in Europe, however, a great revival 
of the export trade is expected in view of 
the huge plans for electrification of rail- 
roads and development of water-power in 
France, Germany and Italy which have 
been held up for the past year or two. 

The activity of consumption is indicated 
by the fact that with production going up 
in nearly all American mines and an in- 
creasing influx of copper from South 
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nerica, stocks have been reduced to 
irly their lowest point since the armi- 


suce, while prices have persistently moved 
upward. Should the increase in produc- 
ton continue, however, it is more than 


ubtful if current prices can be main- 
ned, as they allow very fair profit mar- 
is to a number of low-cost producers 
ho ean increase their output to the point 
here it will satisfy demand at the cur- 
nt rate. 

Another indication of the strength of 
e market at the present time is the lack 

forward business, due to the unwilling- 

ss of producers to commit themselves 

» future deliveries based on the existing 
rice level. Most of the buying therefore 

of a hand-to-mouth character, particu- 
irly as the larger copper consumers are 

»t believed to be carrying heavy stocks 
i the metal. 

The lead market has been marked by 
carcity of supplies, in the hands of both 
roducers and consumers, and by ac- 
elerated demand in the last few weeks. 
’rices have been firm with an advancing 
endency, but actual posted prices have 
hown but a few points of increase. 
‘urther advances are expected by the 
rade. 

Stocks of zinc are also unusually light, 
yut demand for the time being is some- 
what quiet, both in the home and the 
oreign trades. Prices appear to be stable 
it prevailing levels, with a strong under- 
tone and little forward business done. 





SUGAR 





Pronounced Upward Trend 


Recent advances in refined sugar prices 
ly several leading interests indicate that 
ig their opinion the advances of the last 
few weeks in raw sugars have been more 
than a flash in the pan. Buyers seem to 
have concurred in this judgment, as they 
have kept on buying at the higher price 
level, and are taking up future contracts 
with avidity. The upward trend is still 
quite pronounced, though raws have 
shown some hesitancy at the 4-cent line. 

European buying is a factor of the 
greatest importance, probably the larger 
portion of the sales consummated in 
recent sessions of the sugar market being 
ultimately intended for foreign delivery. 
Prospects of poor sucrose content in this 
season’s best crops and smaller harvests 
are understood to be responsible for much 
of the buying. 

Refiners are believed to have light 
stocks of raws on hand, and in the face 
of an increasing domestic demand have 
been compelled to enter the market to 
cover their prospective requirements. 
They themselves have encouraged this 
buying movement by making especially at- 
tractive terms and conditions of sale, 
whose general effect is to lighten the 
burden of risk assumed by the buyer of 
refined sugars. 

Cuba’s improved methods of marketing 
are also an important underlying factor, 
whose significance has been best ap- 
preciated since the market began going up. 
Under the older system of disorganized 
selling a good deal of raw sugar would 
immediately have entered the market and 


for FEBRUARY 17, 1923 











1923 Edition Now Ready 





“Security Dealers of North America”’ 


Published semi-annually 


A Directory of the Investment Houses of the 
United States and Canada 


Contains the names and addresses of the thousands of invest- 
ment houses in the U. S. and Canada together with a description 
of their business and information as to the stock exchanges or 
prestige-giving organizations to which they belong. Besides 
indicating postal phone users and giving long distance tele- 
phone numbers, the names of the wire correspondents of the 
various firms are shown in each instance. The revision of the 
old edition of “Security Dealers of North America” to Dec. 1 
(and in many cases to Dec. 15) entailed making about 25% 
changes in the text matter and the addition of approximately 
1500 new listings. 


ANNUAL SUBSCRIPTION PRICE *$6 
* Besides the current issue, this charge also entitles each subscriber to a copy 
of the May 1923 edition. To make the low price of this dirctory possible, we find 


it necessary to keep our selling, bookkeeping, billing and collection costs at a minimum 
by confining our solicitations to annual subscriptions only. 


MAXIMUM PRODUCTION CO. 
80-82 PINEST., Publishers NEW YORK 


























Restaurant Revelations 





KNICKERBOCKER GRILL 


BROADWAY at 42nd STREET, NEW YORK 


LUNCHEONS—DINNERS—SOUPERS DANSANT 


Telephone Bryant 1846 








WOODMANSTEN INN 


WESTCHESTER, NEW YORK CITY 


Phone Westchester 3634-3872-3626 JOSEPH L. PANI 


























The Book Review 


(Latest Publications on 
Finance and Business) 


“World Metric Standard- 
ization: An Urgent Issue’”’ 
By Aubrey Drury 
This book deals with an advance 
which is of immediate importance 
and of vital interest to the United 
States and the British Common- 
wealths. Great leaders in in- 
dustry and finance have long ad- 
vocated the need of a standard 
method of uniform  measure- 
ments, which can be accomplished 
by adopting the world wide 
“meter” “liter” “gram” and do- 
ing away with the antiquated and 
cumbersome “fathom,” “rod,” 
“league,” “furlong,” “mile,” 
“knot,” and so on to an infinity 

of absurdity. 

On the whole, this is a highly 
interesting and comprehensive 
treatise on a subject of world 
wide interest and importance. 


513 pages Price $5.10 p. pd. 





‘‘The International Trade 
Balance in Theory and 


Practice” 
By Theodore H. Boggs 


An attempt is made in this vol- 
ume to set forth with reasonable 
fullness the principles underlying 


the theory of the balance of 
trade. The author has sought, 
as well, to show the practical 
application of these principles, as 
revealed in the trade balances of 
various countries. In doing so 
he naturally has devoted con- 
siderable attention to the closely 
related question of foreign ex- 
change. 


214 pages Price $2.10 p. pd. 


“‘The Real South America”’ 
By Charles Dombille-Fife 
An intensely interesting and ro- 
mantic study of the land and 
peoples comprising the great con- 
tinent to our south by a man 
whose experience and travel in 
that country make him an author- 

ity on this subject. 


288 pages Price $5.10 p. pd. 


Place your order with the 
Book Department 
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depressed prices again. At the present 
time, when only a few sellers control the 
market, sales are made practically only 
to the extent needed to finance the sugar- 
growing and grinding organizations, with- 
out dumping quantities on the market. 
Large stocks of raw are believed to be 
held in Cuba, awaiting more favorable 
opportunities of sale. 





RUBBER 





Significant Developments 


Rubber prices for the past few days 
appear to have steadied around 35 cents, 
and proposals are being seriously enter- 
tained to stabilize the commodity at that 
figure. It is believed that the negotiations 
now going on between representatives of 
American rubber consumers and British 
producers are directed toward some such 
end. There is still considerable objection 
on the American side, however, to accept- 
ing as definitive the current price level, 
in view of the great advance since the 
low price around 13 cents last year, while 
on the other hand some British producers 
do not appear satisfied as yet. 

Dissatisfaction in some quarters in the 
United States has risen to such a point 
that there is a movement to encourage 
the planting of rubber in the Philippines, 
with the aid of the government at first, 
if possible. On the other hand it is pointed 
out that because of the restrictions on 
cheap Oriental labor which prevail in the 
Philippines, as long as they are under 
American jurisdiction, production costs 
can never be made so low as to compete 
with the existing plantations, so that 
American manufacturers would gain noth- 
ing in the way of cheaper rubber. 

Stocks at London have been increasing 
until they are almost at a record high 
point, in spite of the rubber consuming 
activity in the United States. To a large 
extent this is because American consumers 
have preferred to deal with Oriental 
markets direct, instead of through Lon- 
don. Recently the trend has been reversed, 
more rubber leaving London than has 
come to it from the East, so that the out- 
look is that the huge stocks now on hand 
will be cut down soon. 





TEXTILES 





Export Situation 


In spite of the pressure exerted on the 
market by unfavorable political develop- 
ments in Europe, cotton has shown suf- 
ficient intrinsic strength to come through 
the past few weeks with a net gain of a 
few points. Domestic trade demand has 
leaped into the breach left by the weaken- 
ing of much of the European demand, 
while the principal foreign consumer, 
England, has been showing considerable 
recuperative power lately, as shown by 
the increasing activity in British textile 
mills. Japan is also turning out a good 
customer. 

An important factor in the situation has 


been the improvement in the exports oi 
cotton cloth, both in this country and in 
Great Britain, leading to increased trade 
buying of the raw material. It is worth 
noticing that a good part of the cloth in 
this trade is made in Southern mills, 
which have been increasing their output 
considerably in the last two years. 

Preliminary reviews of the situation for 
the next crop in the South by trade in- 
terests show an expected decline in acre- 
age for the South as a whole, a shortage 
of farm labor and boll weevil poison, a 
decline in the use of fertilizer, and a de- 
cline in the number of mules available 
on farms. All these factors are taken 
to indicate a further decline in cotton pro- 
duction in the South, which is the basis of 
a demand for 42-cent cotton by Souther 
cotton planters. They claim that they 
cannot raise cotton profitably for less, an‘ 
are apparently about to make this th 
basis of a campaign for reduced acreag 
and restriction of production. 





ANSWERS TO INQUI- 
RIES 


(Continued from page 737) 








NORTH AMERICAN “RIGHTS” 
Would Not Purchase Now 


Please let me have particulars of the Nort) 
American “Rights” traded in on the New 
York Stock Exchange and whether you con 
sider them a good buy.—I. G. G., Scranton, Pa 

Common stockholders of North Ameri- 
can Company of record December 15th 
1921, had the right to subscribe at par 
$50 for new common stock up to 70% oi 
their holdings as follows: 


15% on or before January 3rd, 1922; 
20% on or before December 30th, 1922; 
20% on or before June 30th, 1923; 

15% on or before December 3lst, 1923. 


Shareholders who subscribed for a por- 
tion of one instalment have an option on 
an equivalent proportion of the succeed- 
ing one. Payments in full are due on the 
above expiration dates. We do not ad- 
vise the purchase of these rights at the 
present time as we feel that North Amer- 
ican stock by its big advance has rather 
fully discounted the favorable factors in 
the situation. 


PARISH & BINGHAM 
Weak Financial Condition 


In view of the activity in the automobile 
industry I have been considering the purchase 
of Parish & Bingham stock selling around 12 
as it would seem that this company should 
benefit. What is your opinion?f—vV. F. L., 
Lewiston, Me, 

Parish & Bingham capitalization con- 
sists of 150,000 shares of no par value. 
Earnings of 1922 are not yet available. 
In 1921 the company reported a deficit of 
$356,080; in 1920, a deficit of $357,589. 
As a result of these losses the company’s 
financial condition has been weakened and 
as of December 3lst, 1921, current liabili- 
ties exceeded current assets by $171,433 
and the company had notes payable of 
something over a million. The principal 
business of the corporation is the manu- 
facture of automobile frames and other 
parts of automobiles, including brake 
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drums, running-boards and step-hangers. 

It was recently reported that negotia- 
tions are under way for the merging of 
this company with the Detroit Pressed 
S:eel Company and the Hydraulic Steel 
Company but there is nothing official in 
regard to this. In view of the poor finan- 
cial condition of the company and its 
e.rning record as reported to date, we 
consider the stock highly speculative and 
a’e not inclined to favor it. 





KELLY-SPRINGFIELD 
Higher Levels Likely 


I hold 25 shares of Kelly-Springfield stock 
rchased at about double the present market 
ice. What is your advice on this stock?— 
8S. W., Cleveland, O. 

Estimates are to the effect that Kelly- 
pringfield earned around $4 a share in 
122 and, as the outlook for the tire com- 
nies is improved, we consider that the 
ock has good possibilities for an advance 
om present levels. As you paid such a 
gh price for the stock it might be well 
purchase a little more at present levels 
order to bring down your average. 





HAS $8,000 TO INVEST IN 
STOCKS 


A Few Suggestions 


About the middle of October I followed your 

dvice in regard to my stock holdings and 
old out the entire list. It appears to me that 
he market has been acting very well recently 
nd I would appreciate your opinion as to 
he desirability of buying at this time. I 
ave $8,000 available.—W. G. G., San Antonio, 
ez. 
The recent action of the stock market 
ndicates that the trend is now upward 
nd we believe it is all right to purchase 
. selected list of securities at this time. 
\Ve believe it would be a good idea to put 
ialf your funds into good common stock 
nd half into preferred issues and are 
leased to suggest the following list: 


Common Stocks: 
Dividend Price 
American Woolen ........... 7 97 
Associate Drygoods ......... 4 70 
oe 2 28 


SE DONE ondccccvescces 2 28 
Preferred Stocks: 

CRN oa ecati enon ace 7 94 
American Water Works & 
ee BR ee cun ceevue 7 91 

rr Cl Ce cnn cewawe 102 
DE SEE -pacidddewdanenes 7 98 


INTERNATIONAL MERCANTILE 
MARINE 


Immediate Outlook Not Encouraging 


Please let me have your opinion of Inter- 
national Mercantile Marine preferred. Will the 
ship-subsidy bill benefit?—H. K., St. Louis, Mo. 

The ship-subsidy bill is not likely to be 
of any important benefit to International 
Mercantile Marine as most of its ships, 
at least those making the best profits, are 
under the British Flag. The company’s 
earnings were poor in 1922 and the out- 
look is not favorable for this year. The 
immediate prospects, therefore, for the 
stock is not highly encouraging. On the 
other hand, the company is in very strong 
financial condition and, should the emi- 
gration law be changed allowing a greater 
flow of emigrants into this country, earn- 
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Facts about opportune investing 
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ings might pick up considerably. We 
should say, therefore, the preferred stock 
is not without long-pull possibilities but 
hardly look for it to do much on the up- 
side at this time. 


THAT HIGHER RETURN 
Generally Means Greater Risk 


I have been considering selling American 
Telephone stock which I hold and buying in- 
stead Pan-American Petroleum which pays 8% 
as this would increase considerably the income 
from my investment. Before doing 80, how- 
ever, I decided to get your view of the matter. 
—H. B. F., Manchester, N. H. 


American Telephone stock is rated as 
a good business man’s investment. Pan 


American Petroleum stock, on the other 
hand, must be considered as highly spec- 
ulative, so that by making the switch you 
would undoubtedly be assuming a greater 
degree of risk. It is true that you would 
be getting a larger return on your money 
but the bigger question is, will the com- 
pany be able to maintain its dividend in- 
definitely. Earnings of Pan American at 
the present time are decidedly satisfac- 
tory, but the point to consider in this con- 
nection is that its earnings come largely 


from the production of oil in Mexico 
which is a very uncertain proposition. 
Such large companies as Royal Dutch 
and Standard Oil have had to take very 
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YOU WERE POSTED 
WHEN TO BUY BUT 
WERE YOU TOLD 
WHEN TO SELL? 


If your stock trading is based on hunches or “inside 
information” you are working in the dark. You may 
have received news that a “big insider” was doing some 
heavy buying—so you placed your order to buy the 
same stock. But with his own thousands of shares 
involved, is the insider likely to tell you when to get out, 
sO as to save you a loss on your comparatively insig- 
nificant transaction, particularly when such telling may 
spread the danger signal and increase his own loss? 





Members of the Trend Letter Trading Service are 
advised not only when to buy, but also when to sell— 
when to take profits and how to protect their profits 
with stop orders. These advices are not based upon news 
of the insider’s operations, or upon hunches, but upon a 
careful interpretation of the market’s technical position, 
by experts, who closely watch the daily transactions as 
recorded on the ticker tape. 


Stocks selected are those which we believe should show 
you results in the shortest time. Telegraph and tele- 
phone advices put you into the market and get you out 
again. We limit your losses and build profits. We are 
not infallible, but we show a balance on the credit side. 


Send the coupon for full details. 


FREE INQUIRY BLANK 
TREND LETTER TRADING SERVICE, 
42 Broadway, New York. 


Gentlemen: Please explain in detail how the Trend Letter Trading 
Service would operate for me. 


Address 
Feb. 17. 

















big losses in Mexico. So far Mexican 
Petroleum has been successful, but ore 
never knows when salt water will strike 
in further at their properties and cau 
a drop in production. We do not faver 
the switch. 


AIR REDUCTION 
Earning Its Dividend 


A few years ago I bought 50 shares of A 
Reduction stock at a higher price than it 
now selling for and would like your advis 
whether I should continue to hold it or swit« 
into something else. What are the late 
earnings?—S. M. K., Albany, N. Y. 

Air Reduction for the nine months end 
ing September 30th, 1922, earned $3.9 
per share on the stock as against the pres 
ent dividend rate of $4. While we fe: 
that the stock is not without possibiliti 
of doing better, we consider Westinghous: 
Electric paying $4 a share and selling a 
62 a better holding as earnings of thi 
company in 1922 are estimated at aroun 
$8 a share and the outlook is very favor 
able this year. 


INTIMATE TALKS WITH READ. 
ERS 
Why Not Try Bonds? 


UE to the interesting specvestment 
D operations which have netted a cer 

New York physician a comfortabk 
annual income and frequent profits, show- 
ing a combined increase averaging $5,000 
annually to a practice netting from $20,- 
000 to $25,000 annually, we think it worth 
while to draw attention to this attractive 
method. 

While the doctor calls it “investing” and 
believes he is investing, he is fully aware 
of the modicum of risk involved, as his 
favorites consist mostly of second grade, 
third grade, and even speculative railroad 
bonds, sometimes an industrial bond or 
two, and very often a sprinkling of bar- 
gain preferred stocks—when they are to 
be had cheap. These exceptions in pre- 
ferred stocks consisted, for example, of 
a subscription to the N. Y. Telephone 
issue at 100 (only partly allotted), and 
purchases of the same in the open market 
at 105. He has just taken his profits in 
the latter, by the way, at 110. This proves 
that he is not an investor! 

The big feature of his plan is his per- 
sonal good standing with his bank, backed 
by his reputation and professional income, 
and an original personal investment of 
about $5,000—which has grown, of course, 
to very substantial proportions. The 
growth of this capital on: banking credit 
is an interesting study in personal financ- 
ing alone, constituting as it does, a modi- 
fied pyramid: solid, however, somewhat 
along the lines mentioned in the Liver- 
more story in the last issue of The Maga- 
zine. 

The banks, if the lend at all, will go as 
far as 80 and even 90 per cent on good 
bonds .or gilt edge preferred stock (like 
N. Y. Telephone preferred). Therefore, 
with $5,000 put up, and $4,000 borrowed, 
the capital becomes $9,000. Putting it an- 
other way. The doctor put up $5,000 and 
“drew down” from the bank $4,000— 
which latter practically represented new 
capital with which to operate: leaving but 
$1,000 of his own invested. The $4,000 in- 

(Please turn to page 766) 
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HOTEL MAJESTIC 
New York 





at the West 72nd Street Motor Entrance to 
Central Park 





Transient Residential Cosmopolite 


Towering above one of the most beau- 
tiful garden spots of the world—Central 
Park—Hotel Majestic is convenient to 
theatre and shop and just beyond the 
din of traffic. 








The refined atmosphere attracts and 
holds guests of distinction. 
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Are You Swimming 
Against the 
Tide? 


The great rise and fall in the values of listed securities over 
periods of varied length may well be compared to a powerful 
under-current, which pervades the entire market and is always 


flowing (or getting ready to flow) in one direction or the other. 


The immense advantage of “‘going with the stream” is ob- 
vious to any investor, but yet how many suddenly find them- 
selves “‘bucking the tide’’—battling against the powerful flow 
of the market's trend—by assuming a long or short position 
at the wrong time! 


No man or organization is infallible in predicting market 
values, especially the movements of individual stocks, but the 
Richard D. Wyckoff Analytical Staff, because of its facilities 
and intensive study of underlying market conditions, has at- 
tained a degree of accuracy which makes an Associate Mem- 


bership a highly profitable investment. 


The October-November decline found our subscribers en- | 


tirely out of their long position, having taken profits at the top 
of the rise, just before the break, putting their capital into a 
liquid condition for new opportunities. 





By joining us now, you will be able to take advantage of a 
new market position (recently taken), based upon scientific 


“ . . . . . 
~ methods of selection and the proper distribution of risk. 


~ 


Let us send you our record of transactions dur- 


THE ~~, ing the past year, and note the net results. 
RICHARD Sy 

D. WYCKOFF ‘ 

ANALYTICAL STAFF 


42 Broadway, New York. ~~ 


Ss. ° 
What can your staff do for me? ‘“, Mail the coupon today and 
1 am interested in © Investments Co, 
for a long pull or © trading or Up 


a Se >, full information, together 
(Mark the ones you are interested in.) 


My present holdings and available capita! total e with the proof, will 


approximately $ My 
This is to be held in strictest confidence by you a 

I understand there is no charge or obligation in send- \ 
ing for this information. 


be sent to you 


N at once. 
_ 


City and State 
Feb, 17. 











(Continued from page 764) 
vested in new bonds was in turn put up 
for another loan of over $3,000. Against 
the $7,000 borrowed was $12,000 in bonds. 
The last $3,000 was used “to margin” 
sound bonds and preferred stocks of a 
semi-investment character with a strong 
security house, to the extent of 33%. 

It must be remembered that all along, 
the doctor has his personal professional 
income to back him up if need be: and 
his only liability or anxiety the risk of 
“taking up” in an emergency (a panic for 
example) between $15,000 to $20,000 in 
bonds and sound stocks: all marketable, 
every one quoted daily, all in nationally 
known enterprises. 

In addition, his profit-taking habit as 
to points gave him a distinct advantage, 
and made him a more desirable customer 
of the bank—for this reason: banks do 
not like “long-winded loans.” They like 
an “active account” with the customer 
paying off and renewing short-term obii- 
gations (60 to 90 days) all the time. The 
bank noticed that the doctor knew what 
he was about: and that also is an impo-- 
tant factor in establishing and holdirg 
credit with the banking fraternity. 


The Kind of Bonds? 


The bonds handled by this operator 
have always been of a “fair” character, 
and few or none of a strictly gilt-edge 
type. Yields of less than 7% were never 
considered: and there had to be a possi- 
bility of a 10-point profit within a year 
at most. Hard to find? True: but the 
doctor has been finding them, and is find- 
ing them at this moment. 

He bought some St. Paul issues the 
other day, the 1925 maturities, with full 
knowledge of this road’s relatively weak 
position, and the doubt as to whether this 
$50,000,000 indebtedness—both here and 
in Europe (there is an European Loan 4 
also outstanding) will be met. But he 
figured, the writer believes justly, that 
1925 is a long way off in railroad history, 
there are big blocks of preferred and com- 
mon stocks of the company, and an army 
of stockholders to take care of contin- 
gencies, also the possibility that 1923- 
1924-1925 will be no worse so far as earn- 
ings are concerned—and that the road’ 
credit would not be any worse in 1925 
Fairly sound reasoning: and buying based 
on an exact appraisal of all the danger: 
assumed to be presnt when bonds already 
sell at receivership prices! 


His Likes and Dislikes 


Some of his other favorites are the ju- 
nior bonds of the ’Frisco, Cotton Belt, 
Rock Island, and B. & O. He dislikes the 
Eries, for some reason or other (he trav- 
els over the Erie sometimes), is not en- 
thusiastic about the “bargains” in Sea- 
board Airline: and if he is partial to a 
price at all, his usual range is 55 to 70, 
figuring that it’s a long way from 70 to 
100—which is also a useful piece of phi- 
losophy. Quite recently, he threw over- 
board a number of bonds (all at a profit) 
merely because they sold at a premium 
above par: and he has reinvested in the 
semi-investment group of bonds a few 
days ago. It remains to be seen how he 
will fare in 1923. 

He has not lost out yet! 
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To Motor Car Manufacturers 


Three out of four of our readers own one or more 
passenger cars! Remarkable when you consider that 
the average throughout the country is less than one 
car to every fourteen persons. 


We offer you a direct means of approach to a truly profitable 
market for motor cars and accessories that leading tire manu- 
facturers have been quick to see and grasp. 


SALES? Yes! At a cost so low that the sale of only two or 
three cars pays for a year’s advertising. And beyond sales— 
THE MAGAZINE OF WALL STREET affords a mer- 
chandising service and contact with banking and investor in- 
fluence, that in itself is most valuable. 





We will be glad to explain our service to you, and send our 
illustrated circulation analysis. 


42 Broadway, New York City 


The largest proven paid circulation of any financial publication in the world 
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Erie Howitzer 


for sale 


MARCH 9", 1923 


HE American Brake Shoe & Foundry Co. plant, 
T covering 12 acres at Erie, Pa., purchased by the 

War Department in 1917 and subsequently known 
as the Erie Howitzer Plant, will be turned back to peace- 
time industry on March 9th, when it will be offered for 
sale at Public Auction on the premises. 








Situated in a lake port well served by rail and water 
connections, where there are ample housing facilities for 
between 7,000 and 8,000 hands; in close proximity to the 
coal mines of Pennsylvania and the copper and iron 
mines of Michigan—here is a happy combination of cir- 
cumstances seldom stumbled upon by manufacturers seek- 
ing larger quarters. 


For booklet giving terms of sale, itemized statement of 


property, improvements, etc., write the Quartermaster 
General, Room 1018 Munitions Bldg., Washington, D. C., 
or Samuel T. Freeman & Co., official auctioneers, 1519 
Chestnut St. Philadelphia, Pa. Inspection of property 
can be made on application to Commanding Officer on 


the premises. 








The Government reserves the right to reject any or all bids, 


Upper right, Gantry cranes and spur 

tracks between Bldgs. A and B. Lower, 

bidgs. A, B and C from front on Twelfth St. 
C bldg. in foreground. 
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